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State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, 9th Floor, 502 Deaderick Street, Nashville, TN 37243
www.th.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

CERTIFICATE OF NEED APPLICATION
SECT : LICANT PROFILE

1. acilitv, Age [6) titution

Knoxuville Eve Surgery Center, LLC, d/b/a Tennessee Valley Eve Center

Name

160 Capital Drive Knox

Street or Route County
Knoxville N 37922

City State Zip Code

Website address: www.tveyecenter.com

Note: The facility’'s name and address must be the name and address of the project and must be
consistent with the Publication of Intent.

2. Co erson Avai e espon stions
Melanie B. Burgess Administrator
Name Title
Knoxville Eye Surgery Center, LLC melanieb@tveyecenter.com
Company Name Email address:
140 Capital Drive Knoxuville ™ 37922
Street or Route City State ~ Zip Code
Employee 865-251-0338 865-251-0328
Association with Owner Phone Number Fax Number

NOTE: Section Ais intended to give the applicant an opportunity to describe the project. Section
B addresses how the project relates to the criteria for a Certificate of Need by addressing:
Need, Economic Feasibility, Contribution to the Orderly Development of Health Care, and
Quality Measures.

Please answer all questions on 8%2” X 11” white paper, clearly typed and spaced, single or
double-sided; in order and sequentially numbered. In answering, please type the question
and the response. All questions must be answered. if an item does not apply, please indicate
‘N/A” (not applicable). Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable Item Number on the attachment, i.e., Attachment
A.1, A.2, etc. The last page of the application should be a completed signed and notarized
affidavit.
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3. SECTION A: EXECUTIVE SUMM

A. Overview
Please provide an overview not to exceed three pages in total explaining each numbered
point.

1) Description — Address the establishment of a health care institution, initiation of health
services, bed complement changes, and/or how this project relates to any other
outstanding but unimplemented certificates of need held by the applicant;

2) Ownership structure;
3) Service area;
4) Existing similar service providers;

5) Project cost;

6) Funding;

7) Financial Feasibility including when the proposal will realize a positive financial
margin; and

8) Staffing.

The proposed project is to build a replacement ASTC for Knoxville Eye Surgery
Center, LLC, d/b/a Tennessee Valley Eye Center (“KESC”) on the land adjacent to
the current center, expanding from four operating rooms to six operating rooms.
KESC is located in a two-story building, with the ASTC located on the second
floor and leased clinic space on the first floor. There are multiple factors driving
the need to replace and expand the ASTC, including capacity constraints in the
operating rooms and waiting areas, aged mechanical systems that are driving
excessive utilities costs, and the opportunity to provide additional space for
tenants in the existing building.

Ownership Structure

KESC is a physician-owned, freestanding ASTC established in 1999. KESC is
owned by 24 surgeons, all of whom are practicing ophthalmologists with a variety
of sub-specialties, including general ophthalmology, cataract and refractive
surgery, glaucoma surgery, retina surgery, oculo-plastics and strabismus/muscle
surgery. For a full listing of the current physician owners of KESC, please see
attachment A.3.A.2a. Each individual physician owns less than 5% of KESC.

Service Area

KESC serves a primary service area consisting of nine counties, including Knox,
Blount, Sevier, Loudon, Campbell, Anderson, Jefferson, Claiborne and Hamblen
counties. While we have provided care for patients from 46 counties in Tennessee
as well as patients from seven other states in the past year, the nine-county
primary service area includes the counties of origin for 86% of KESC’s patients.
For a chart showing patient origin by county and the service area calculation,
please see attachment A.3.A.2b.

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
3



Existing Similar Service Providers
In addition to KESC, there are four other ASTCs prowdmg ophthalmic surgery
services in the primary service area. Those centers are:
e The Eye Surgery Center of Oak Rldge, LLC
e Eye Surgery Center of East Tennessee, LLC
e Physicians Surgery Center of Knoxville, LLC (multi-specialty), and
e Southeast Eye Surgery Center *
In addition, there is a pending CON application, scheduled to be heard during the
February, 2017 HSDA meeting, for a new ophthalmology ASTC: Eye Surgery
Center of Knoxville (CN1611-038).

In every case, the existing providers are at or above optimum capacity, as
defined by the Certificate of Need Standards and Criteria, which will still be the
case even if the two operating rooms requested by Eye Surgery Center of
Knoxville are approved and added to the market.

Project Cost
The total cost of the project is estimated to be $7,063,651. Of this total project

cost, $3,890,826 is related to project construction, $650,814 is for fixed
equipment, $604,484 is for moveable equipment, $677,783 is for preparation of
the site, and $1,239,744 is administrative, financing, consultant and legal costs,
contingency, and the filing fee.

Project Funding

Project funding will be in the form of a commercial loan provided by First
Tennessee Bank. First Tennessee Bank has reviewed the project and has agreed
to lend KESC the capital for the project.

Financial Feasibility

The project is financially feasible. As a long-standing, profitable operation, KESC
will continue to realize a positive margin while developing and implementing the
facility project. There is no period in which it is anticipated that KESC will
experience a financial loss.

Staffing
With the addition of two operating rooms, additional staffing will be required,

particularly OR circulating nurses, surgical technicians, and pre-and post-op
nurses. In addition to the current staff, it is expected that 2 additional OR
circulating nurses (RN), 2 Pre-and Post-Op nurses (RN), and 3 Certified Surgical
Technicians will be needed. According to the Tennessee Department of Labor,
there are sufficient human resources avallable in the area to fulfill these staffing
requirements.

ir

B. Rationale fo rov

A certificate of need can only be granted when a.project is necessary to provide needed
health care in the area to be served, can be economically accomplished and maintained,
will provide health care that meets appropnate quality standards, and will contribute to the
orderly development of adequate and effective health care in the service area. This section
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should provide rationale for each criterion using the data and information points provided in
Section B. of this application. Please summarize in one page or less each of the criteria:

1)
2)
3)
4)

1)

2)

3)

Need;
Economic Feasibility;
Appropriate Quality Standards; and

Orderly Development to adequate and effective health care.

Need

KESC is currently capacity constrained in terms of both surgical block time and
waiting room space. With both high-volume/quick-turn cataract surgery as well as
lengthier retina, cornea, and glaucoma surgeries being performed, KESC is far above
the guidelines for growth in the Certificate of Need Standards and Criteria for ASTCs.
In 2016, KESC performed 2,293 cases per operating room, which is 259% of optimum
utilization as defined by the Standards and Criteria.

Other ASTCs in the service area performing ophthalmology surgery are also running
above optimum capacity, as defined by the Standards and Criteria:

- The Eye Surgery Center of Oak Ridge, LLC — 141.1%

- Eye Surgery Center of East Tennessee, LLC — 165.7%

- Physicians Surgery Center of Knoxville (multi-specialty) — 101.2%

- Southeast Eye Surgery Center — 208.5%

- Ophthalmology ASTCs - Total Service Area— 192.9%

The primary portion of the population being served by KESC and other
ophthalmology ASTCs is over age 65. In the nine-county primary service area served
by KESC, the population age 65+ is growing at a rate almost four times that of the
general population (3.9% per year versus 1.1% per year). The need for ophthalmology
services will continue to grow as this portion of the population continues to grow at a
faster rate than the overall population. The proposed project enables KESC to
continue to serve the target population in a facility that can provide sufficient waiting
area space as well as enough operating rooms to enable efficient care for this
growing demographic.

Economic Feasibility

KESC has been in business since 1999 and has been operating profitably since 2001.
While the proposed project does entail taking on debt, the surgical volumes and
expense structure are such that the business will continue to be profitable, even in
the first two years of the proposed project. There will be no impact to patient charges
or costs as a result of the proposed project.

ASTCs are the most efficient environment in which to perform ophthalmology
surgery, costing the healthcare system approximately half as much as performing
the same surgery in a hospital setting. Through this replacement and expansion
project, KESC will expand its capacity to provide high-quality and cost-effective
surgical services, within a successful business model.

Appropriate Quality Standards
KESC is accredited by the Accreditation Association for Ambulatory Healthcare
(AAAHC) and in good standing with the State of Tennessee Department of Licensure
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for Healthcare Facilities. As an accredited ASTC, KESC has satisfactorily met each
area required for accreditation, including governance, administration, quality of care,
quality improvements and quality management, clinical records, and medication
management. :

The proposed project is supportive of KESC’s ability to continue to meet these
requirements, as well as to continue to be more efficient, provide a more patient-
friendly environment, and meet the ophthalmic surgery needs of the community.

4) Orderly Development to adequate and effective healthcare
The proposed project is an expansion of an ASTC that has been in operation since
1999, on property adjacent to the existing building, purchased 18 years ago for the
purpose of an eventual expansion. The sole purpose of this project is to enable
KESC to continue to serve its existing patient base as that population grows and to
create capacity to allow the physician practices who are doing their surgery at KESC
to add surgeons to their practices and provide them with adequate surgical time.
With every ophthalmology ASTC in the service area over the guidelines for full
capacity and optimum capacity, this project is needed in order to meet the needs of
the growing target population.

KESC provides ophthalmic surgery in the lowest cost setting, an ASTC instead of a
hospital. Increasing capacity to provide highly efficient services in an environment
that is accessible and attractive to patients will help KESC continue to fulfill its

mission of restoring sight by providing high quality surgical services in a cost-
effective manner.

C. Consent Cale ification

If Consent Calendar is requested, please provide the rationale for an expedited review.

Consent calendar is not being requested. N/A.

A request for Consent Calendar must be in the form of a written communication to the
Agency’s Executive Director at the time the application is filed.
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4. SECTION A: PROJECT DETAILS

Owner of the Facility, Agency, or Institution

A. Knoxville Eye Surgery Center, LLC 865-251-0338
Name Phone Number
140 Capital Drive, Suite 2 Knox
Street or Route County
Knoxville TN 37922
City State Zip Code

B. Type of Ownership of Control (Check One)

A. Sole Proprietorship F. Government

B. Partnership G. Joint Venture

C. Limited Partnership H. Limited Liability Company X
D. Corporation (For Profit) |. Other (Specify)

Attach a copy of the partnership agreement, or corporate charter and certificate of corporate existence.
Please provide documentation of the active status of the entity from the Tennessee Secretary of State’s
web-site at https://tnbear.tn.qov/ECommerce/FilingSearch.aspx. See Attachment A.4A.

Describe the existing or proposed ownership structure of the applicant, including an ownership
structure organizational chart. Explain the corporate structure and the manner in which all entities of
the ownership structure relate to the applicant. As applicable, identify the members of the ownership
entity and each member’s percentage of ownership, for those members with 5% ownership (direct or
indirect) interest.  See attachment Section A.4B.

5. Name of Management/Operating Entity (If Applicable)

N/A
Name
Street or Route County
City State Zip Code

For new facilities or existing facilities without a current management agreement, attach a copy of a
draft management agreement that at least includes the anticipated scope of management services to
be provided, the anticipated term of the agreement, and the anticipated management fee payment
methodology and schedule. For facilities with existing management agreements, attach a copy of the
fully executed final contract. Attachment Section A-5. — Not Applicable.
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6A. Legal Interest in the Site of the Instifution (Check One)

A. Ownership X D. Option to Lease
B. Option to Purchase E. Other (Specify)
C. Leaseof Years

Check appropriate line above: For applicants or applicant’s parent company/owner that currently own
the building/land for the project location, attach a copy of the title/deed. For applicants or applicant’s
parent company/owner that currently lease the building/land for the project location, attach a copy of
the fully executed lease agreement. For projects where the location of the project has not been secured,
attach a fully executed document including Option fo Purchase Agreement, Option to Lease Agreement,
or other appropriate documentation. Option to Purchase Agreements must_include anficipated
purchase price. Lease/Option to Lease Agreements must include the actual/anticipated term of the
agreement and actual/anticipated lease expense. The legal interests described herein must be valid
on the date of the Agency’s consideration of the certificate of need application.

Deed attached as attachment Section A-6A.

6B. Attach a copy of the site’s plot plan, floor plan, and if applicable, public transportation route
to and from the site on an 8 1/2” x 11” sheet of white paper, single or double-sided. DO NOT
SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be drawn to scale.

1) Plot Plan must include:
a. Size of site (in acres);
b. Location of structure on the site;
c. Location of the proposed construction/renovation; and
d. Names of streets, roads or highway that cross or border the site.
Attached as attachment A.6B-1 a-d

2) Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. Onan 8 %2 by
11 sheet of paper or as many as necessary to illustrate the floor plan.

Attached as attachment A.6B-2

3) Describe the relationship of the site to public transportation routes, if any, and to any
highway or major road developments in the area. Describe the accessibility of the proposed
site to patients/clients.

The site is not serviced by the Knoxville Area Transit Authority. Community Action
Committee (CAC) and East Tennessee Human Resource Agency (ETHRA) do
provide transportation assistance to patients in need of assistance.
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Type of Institution (Check as appropriate--more than one response may apply)

A. Hospital (Specify) H. Nursing Home

B. Ambulatory Surgical Treatment I.  Outpatient Diagnostic Center
Center (ASTC), Multi-Specialty J.  Rehabilitation Facility

C. ASTC, Single Specialty X K.  Residential Hospice

D. Home Health Agency L.  Nonresidential Substitution-

E. Hospice Based Treatment Center for

F.  Mental Health Hospital Opiate Addiction

G. Intellectual Disability M. Other (Specify)

Institutional Habilitation Facility
ICF/IID

Check appropriate lines(s).

8. Purpose of Review (Check appropriate lines(s) — more than one response may apply)
A. New Institution F. Change in Bed Complement
B. Modifying an ASTC with X [Please note the type of change
limitation still required per CON by underlining the appropriate
C. Addition of MRI Unit response: Increase, Decrease,
D. Pediatric MRI Designation, Distribution,
E. Initiation of Health Care Conversion, Relocation]
Service as defined in T.C.A. G. Satellite Emergency Dept.
§68-11-1607(4) H.  Change of Location X
(Specify) | Other (Specify)
9. Medicai nCare, Medi icipatio
MCO Contracts [Check all that apply]
X_AmeriGroup _ X United Healthcare Community Plan__X_BlueCare _X_ TennCare Select
Medicare Provider Number 3288304
Medicaid Provider Number 3288304
Certification Type_Ambulatory Surgical Treatment Center
If a new facility, will certification be sought for Medicare and/or Medicaid/TennCare?
Medicare Yes No N/A Medicaid/TennCare Yes No N/A
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651

9




Bed Complement Data
10. B

A Please indicate current and proposed distribution and certification of facility beds.

Not Applicable JOTAL
Current Beds Beds *Beds **Beds Beds at

Licensed Staffed Proposed Approved Exempted Completion

1) Medical

2) Surgical

3) Icu/ccu

4) Obstetrical

5) NICU

6) Pediatric

7) Adult Psychiatric

8) Geriatric Psychiatric

9) Child/Adolescent Psychiatric
10) Rehabilitation

11)  Adult Chemical Dependency

12) Child/Adolescent Chemical
Dependency

13) Long-Term Care Hospital
14) Swing Beds

15)  Nursing Home — SNF
(Medicare only)

16) Nursing Home — NF
(Medicaid only)

17)  Nursing Home — SNF/NF (dually
certified Medicare/Medicaid)

18) Nursing Home — Licensed
(non-certified)

19) ICF/ID

20) Residential Hospice
TOTAL
*Beds approved but not yet in service **Beds exempted under 10% per 3 yearprovision

B. Describe the reasons for change in bed allocations and describe the impact the bed change will have on the applicant facility’s
existing services. Attachment Section A-10.  Not Applicable

C. Please identify all the applicant’s outstanding Certificate of Need projects that have a licensed bed change
component. If applicable, complete chart below.

CON Expiration Total Licensed Beds

CON Number(s) Date Approved
N/A
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651

10



1.

Home Health Care Organizations — Home Health Agency, Hospice Agency (excluding
Residential Hospice), identify the following by checking all that apply: Not Applicable
| Existing | Parent | Proposed | i Existing | Parent | Proposed
| Licensed | Office Licensed Licensed | Office Licensed
; County County | County County County | County
Anderson O O O Lauderdale O O O
Bedford O O O Lawrence O m| ul
Benton ] O O Lewis O m| ]
Bledsoe O ] O Lincoln ] O ]
Blount ] O O Loudon ] a O
Bradley m] [} O McMinn O O O
Campbell O m| m] McNairy O m] a
Cannon 0 O O Macon m] O O
Carroll O ] O Madison ] ] O
Carter O a O Marion O ] 0
Cheatham O O O Marshall O O O
Chester a m] O Maury O | O
Claiborne O ] O Meigs ] O m]
Clay O | m] Monroe O O O
Cocke O O O Montgomery O m| O
Coffee ] O O Moore a O ]
Crockett O O O Morgan ] o ]
Cumberland O O O Obion ] O o
Davidson O O O Overton O O O
Decatur O ] O Perry a O O
DeKalb O O O Pickett a m] ]
Dickson O O a Polk O O O
Dyer ] O O Putnam ] O O
Fayette O O m| Rhea O m] m|
Fentress O O O Roane ] O O
Franklin O 0 O Robertson O O a
Gibson O m| O Rutherford O O O
Giles O 0O O Scott a O ]
Grainger O O a Sequatchie | O 0
Greene O O O Sevier ] m] O
Grundy | O O Shelby O ] a
Hamblen g O ] Smith ] O O
Hamilton O O O Stewart m] | 0O
Hancock O O ] Sullivan m] O ]
Hardeman O 0 O Sumner O O O
Hardin O O a Tipton O | ]
Hawkins O O O Trousdale m] m| |
Haywood ] m] O Unicoi ] O m|
Henderson O O O Union ] O ]
Henry O O O Van Buren O ] O
Hickman O O ] Warren m] O 0
Houston O O a Washington O O O
Humphreys O O O Wayne ] O ]
Jackson O O O Weakley O ] O
Jefferson O O | White ] O a
Johnson O O O Williamson [m] ] O
Knox O O a Wilson [m] O ]
Lake O m] m) Vehse
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12. Square Footage and Cost Per Square Footage Chart

Proposed Proposed Final Square Footage

Existing Existing | Temporary Final
Unit/Department | Location SF Location Location Renovated New Total
ASTC 13,233 N/A 18,176 18,176 18,176

Unit/Department
GSF Sub-Total

Other GSF
Total

Total GSF

3,890,826 $ 3,890,
*Total Cost $ $ QiAZ6

~Cost Por $214.06 | $214.06

Square Foot

O Below 1% | Ol Below 1% | O Below 1% |
Quartile Quartile Quartile

O Between [ Between [ Between
1*and 2@ | 1%and 2™ | 1% and 2™

Cost per Square Foot Is Within Which Range Quartile Quartile Quartile
(For quartile ranges, please refer to the Applicant’s Toolbox on
www.tn.qov/hsda ) O Between O Between | [l Between
2™and 3" | 2@and3" | 2™and 3"
Per the HSDA website, a cost range is not available for SRS el .
ASTC'’s, due to insufficient sample size. OAbove 3 | OAbove 3 | OAbove 3“
Quartile Quartile Quartile

* The Total Construction Cost should equal the Construction Cost reported on line A5 of the Project
Cost Chart.

** Cost per Square Foot is the construction cost divided by the square feet. Please do not include
contingency costs.
l
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13. MRI, PET, and/or Linear Accelerator

1. Describe the acquisition of any Magnetic Resonance Imaging (MRI) scanner that is adding a MRI
scanner in counties with population less than 250,000 or initiation of pediatric MRI in counties
with population greater than 250,000 and/or Not Applicable

2. Describe the acquisition of any Positron Emission Tomographer (PET) or Linear Accelerator if
initiating the service by responding to the following:

A. Complete the chart below for acquired equipment.  Not Applicable

B Linear
Accelerator Mev Types: o SRS o IMRT o IGRT o Other
o By Purchase
Total Cost*: o By Lease Expected Useful Life (yrs)
o New o Refurbished o If not new, how old? (yrs)
0O MRI Tesla: Magnet: ng::t uusi)g;telgnc;tr)é o Other
o By Purchase
Total Cost™: ' o By Lease Expected Useful Life (yrs)
o New o Refurbished o If not new, how old? (yrs)
8 PET o PETonly o PET/CT o PET/MRI
o By Purchase
Total Cost*: o By Lease Expected Useful Life (yrs)
o New o Refurbished o If not new, how old? (yrs)

* As defined by Agency Rule 0720-9-.01(13)

B. In the case of equipment purchase, include a quote and/or proposal from an equipment vendor.
In the case of equipment lease, provide a draft lease or contract that at least includes the term of
the lease and the anticipated lease payments along with the fair market value of the equipment.

Not Applicable

C. Compare lease cost of the equipment to its fair market value. Note: Per Agency Rule, the higher
cost must be identified in the project cost chart.  Not Applicable

D. Schedule of Operations: Not Applicable

Days of Operation Hours of Operation

Location (Sunday through Saturday) (example: 8 am — 3 pm)

Fixed Site (Applicant)

Mobile Locations
(Applicant)
(Name of Other Location)
(Name of Other Location)

E. Identify the clinical applications to be provided that apply to the project. Not Applicable

F. If the equipment has been approved by the FDA within the last five years provide documentation
of the same.  Not Applicable

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1 6I51'
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SECTION B: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with T.C.A. § 68-11-1609(b), “no Certificate of Need shall be granted unless the action
proposed in the application for such Certificate is necessary to provide needed health care in the area to
be served, can be economically accomplished and maintained, will provide health care that meets
appropriate quality standards, and will contribute to the orderly development of health care.” Further
standards for guidance are provided in the State Health Plan developed pursuantto

T.C.A. § 68-11-1625.

The following questions are listed according to the four criteria: (1) Need, (2) Economic Feasibility, (3)
Applicable Quality Standards, and (4) Contribution to the Orderly Development of Health Care. Please
respond to each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2" x 11" white paper, single-sided or
double sided. All exhibits and tables must be attached to the end of the application in correct sequence
identifying the question(s) to which they refer, unless specified otherwise. If a question does not apply
to your project, indicate “Not Applicable (NA).”

QUESTIONS

SECTION B: NEED

A. Provide a response to each criterion and standard in Certificate of Need Categories in the State
Health Plan that are applicable to the proposed project. Criteria and standards can be obtained
from the Tennessee Health Services and Development Agency or found on the Agency’s
website at http://www.tn.gov/hsda/article/hsda-criteria-and-standards.

The proposed project meets each criterion and standard in the State Health Plan that
outlines the guidelines for growth for an ASTC, as detailed below.

1. Need. The minimum numbers of 884 Cases per Operating Room and 1867 Cases per
Procedure Room are to be considered as baseline numbers for purposes of determining Need.
An applicant should demonstrate the ability to perform a minimum of 884 Cases per Operating
Room and/or 1867 Cases per Procedure Room per year, except that an applicant may provide
information on its projected case types and its assumptions of estimated average time and
clean up and preparation time per Case if this information differs significantly from the above-
stated assumptions. It is recognized that an ASTC may provide a variety of services/Cases and
that as a result the estimated average time and clean up and preparation time for such
services/Cases may not meet the minimum numbers set forth herein. It is also recognized that
an applicant applying for an ASTC Operating Room(s) may apply for a Procedure Room,
although the anticipated utilization of that Procedure Room may not meet the base guidelines
contained here. Specific reasoning and explanation for the inclusion in a CON application of
such as Procedure Room must be provided. An applicant that desires to limit its Cases to a
specific type or types should apply for a Specialty ASTC.

Using the guidelines provided in the Certificate of Need Standards and Criteria for
Ambulatory Surgical Treatment Centers, KESC exceeds the minimum number of 884
cases per operating room, having performed 2,293 cases per OR between July 1, 2014
and June 30, 2015, the 12 month period covered in the most recent published Joint
Annual Report. During the 2016 calendar year, KESC performed 2,397 cases per
operating room. KESC has not achieved the minimum number of cases per procedure
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room, having performed 890 over the 2015 12 month JAR period versus the standard of
1,867. In 2016, KESC performed 1,002 procedure room cases. The procedure room is
used for YAG laser procedures, which is a supportive procedure needed by some
patients following cataract surgery.

The 2,293 cases per OR was calculated as follows:

e Each operating room is available nine hours per day, five days per week, for a
total of 250 days per year

e The total number of cases performed in KESC’s four operating rooms during the
12-months from July 1, 2014 through June 30, 2015 is 9,170.

o With four operating rooms, the number of cases per operating room is 2,293.

e According to the CON Standards and Criteria, full capacity is 1,263 cases per OR
per year and optimum capacity is 884 cases (70% of full capacity).

o  With 2,293 cases, KESC’s number of cases is 181.4% of “full” and 259% of
“optimum” utilization.

If the same analysis is performed on calendar year 2016 volumes, the result is 2,397
cases per operating room. While we have managed to serve this number of patients in
our current space, we are receiving patient complaints regarding the lack of space in the
waiting room, and there is no capacity to grow to meet the needs of the growth in
population.

An alternative way to analyze capacity is to view it based on scheduled surgery block
time. With an active medical staff of 27 surgeons, all of whom have complex schedules, it
is necessary to assign surgical block time to each surgeon in order to ensure orderly
scheduling and maximization of OR utilization. In the current building, there are 160
surgical blocks available in a four-week period (4 ORs, 2 half-day blocks per day per OR).
Currently, 158 of those 160 blocks are assigned to and utilized by a member of TVEC’s
medical staff. Of those surgical blocks, 138 are running at utilization rates of 70-105% of
the available time. The remaining 20 blocks are running at a utilization rate of 50-69%,
which is not considered absolutely full capacity, but only enables KESC to free up
another 3-4 surgical blocks per month. In summary, there is a maximum of six available
surgical blocks per month to enable growth, which is insufficient to meet the needs of
the three additional surgeons who are expected to join KESC’s medical staff next year,
as well as the growth in the target population over the next several years.

2. Need and Economic Efficiencies. An applicant must estimate the projected surgical hours to be
utilized per year for two years based on the types of surgeries to be performed, including the
preparation time between surgeries. Detailed support for estimates must be provided.

The projection of surgical hours to be utilized per year for two years is:
Project Year 1- 7,458 hours
Project Year 2 - 7,749 hours

These projections are based on actual surgical hours performed, including turnover
times, for 2016, an estimated 3.9% increase for 2017, and then an estimated 3.9% volume
increase in 2018 (Project Year 1) and again in 2019 (Project Year 2). These are
conservative numbers based on a simple assumption of growth in keeping with the
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population growth in the target demographic. However, it should be noted that two new
surgeons will be joining the KESC medical staff in late 2017, and it is expected that these
newer surgeons will perform surgery at a slower pace than the more experienced
surgeons. This expected slowdown has not been reflected in the projected numbers, nor .
has any assumption been made that KESC's market share will change. A chart outlining
the surgical hours for each subspecialty is shown below:

Knoxville Eye Surgery Center, LLC
Hours of Surgical Time by Sub-Specialty

2016 2017 Project
Active Total Active Total
Surgical | Turnover| Utilized | Surgical [Turnover| Utilized

Time Time Time Time Time Time |Est.Yr1| Est.Yr2
Cataract 2,867 820 3,687 2,979 852 3,831 4,003 4,159
Cornea 299 86 385 311 89 400 415 431
Glaucoma 408 131 539 124 136 560 582 604
Retina 1,035 350 1,385 1,076 364 1,439 1,504 1,563
Oculoplastics 703 120 823 730 124 855 888 923
Strabismus Cases 51 10 61 52 11 63 66 68
Total Hours 5,362 1,517 6,879 5,572 1,576 7,148 7,458 7,749

3. Need: Economic Efficiencies; Access. To determine current utilization and need, an applicant

should take into account both the availability and utilization of either: a) all existing outpatient
Operating Rooms and Procedure Rooms in a Service Area, inciuding physician office based
surgery rooms (when those data are officially reported and available) OR b) all existing
comparable outpatient Operating Rooms and Procedure Rooms based on the type of Cases to
be performed. Additionally, applications should provide similar information on the availability of
nearby out-of-state existing outpatient Operating Rooms and Procedure Rooms, if that data are
available, and provide the source of that data. Unstaffed dedicated outpatient Operating Rooms
and unstaffed dedicated outpatient Procedure Rooms are considered available for ambulatory
surgery and are to be included in the inventory and in the measure of capacity.

In addition to KESC, the other single specialty ASTCs focused on ophthalmology within
the nine-county service area are:

e The Eye Surgery Center of Oak Ridge, LLC

e Eye Surgery Center of East Tennessee, LLC

e Southeast Eye Surgery Center

In addition, Physicians Surgery Center of Knoxville, LLC, a free-standing, multi-specialty
ASTC, includes some ophthalmology procedures.

The summarized utilization statistics of other ASTCs in the primary service area
providing ophthalmic surgery is shown below. Note that the State Health Plan’s CON
Standards and Criteria for ASTCs defines “Full Capacity” as 1,263 cases per OR per year,
and “Optimum Utilization” as 884 cases per OR per year, which is 70% of “Full Capacity.”
For a more detailed chart, see attachment B.Need.A.3.
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12



2015
OR
OR Utilization - Proc Room Proc Room
: Utilization - % of Utilization - Utilization -
Proc Cases/ % of Full Optimum Cases/Proc % of Full % of
Facility Name ORs Rooms |OR Cases OR Capacity  Utilization Room Capaclty  Optimum
Knoxville Eye Surgery Center, LLC '
Total Cases 4 1 9,170 2,293 181.5% 259.3% 890 33.4% 47.7%
Ophthalmology Cases 4 1 9,170 2,293 181.5% 259.3% 890 33.4% 47.7%
The Eye Surgery Center of Oak Ridge, LLC
Total Cases 2 1 2,495 1,248 98.8% 141.1% 1,023 38.4% 54.8%
Ophthalmology Cases 2 1 2,495 1,248 98.8% 141.1% 1,023 38.4% 54.8%
Eye Surgery Center of East Tennessee, LLC o
Total Cases 2 1 2,930 1,465 116.0% 165.7% 862 32.3% 46.2%
Ophthalmology Cases 2 1 2,930 1,465 116.0% 165.7% 862 32.3% 46.2%
Physicians Surgery Center of Knoxville, LLC
Total Cases 5 0 4,472 894 70.8% 101.2% N/A N/A N/A
Ophthalmology Cases 5 0 497 99 7.9% 11.2% N/A N/A N/A
Southeast Eye Surgery Center | |
i Total Cases 1 1 1,843 1,843 145.9% 208.5% 191 7.2% 10.2%
Ophthalmology Cases 1 1 1,843 1,843 145.9% 208.5% 191° 7.2% 10.2%
Total Service Area - ASTCs performing Ophthalmology
Total Cases 14 4 20,910 1,705 135.0% 192.9% 742 27.8% 39.7%
Ophthalmology Cases 14 4 16,935 1,422 112.5% 160.8% 742 27.8% 39.7%

4. Need and Economic Efficiencies. An applicant must document the potential impact that the
proposed new ASTC would have upon the existing service providers and their referral patterns.
A CON application to establish and ASTC or to expand existing services of an ASTC should not
be approved unless the existing ambulatory surgical services that provide comparable services
regarding the types of Cases performed, if those services are known and relevant, within the
applicant’s proposed Service Area or within the applicant’s facility are demonstrated to be
currently utilized at 70% or above. '

It is not expected that the proposed project will have any impact on other existing
providers. No KESC physician members perform procedures in other ASTCs within the
service area, and all ASTCs providing the same type of service within the service area
are well above the 70% utilization level recommended in the Standards and Criteria. It is
not expected that this project will have any impact on the market share allocation
between KESC and other ASTCs providing ophthalmic surgery services.

5. Need and Economic Efficiencies. An application for a Specialty ASTC should present its
projections for the total number of cases based on its own calculations for the projected length
of time per type of case, and shall provide any local, regional, or national data in support of its
methodology. An applicant for a Specialty ASTC should provide its own definitions of the
surgeries and/or procedures that will be performed and whether the Surgical Cases will be
performed in an Operating Room or a Procedure Room. An applicant for a Specialty ASTC
must document the potential impact that the proposed new ASTC would have upon the existing
service providers and their referral patterns. A CON proposal to establish a Specialty ASTC or

to expand existing services of a Specialty ASTC shall not be approved unless the existing
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ambulatory surgical services that provide comparable services regarding the types of Cases
performed within the applicant’s proposed Service Area or within the applicant’s facility are
demonstrated to be currently utilized at 70% or above. An applicant that is granted a CON for a
Specialty ASTC shall have the specialty or limitation placed on the CON.

As a single specialty ASTC, KESC is projecting growth in utilization proportionate to the
growth in the primary service area’s population over age 65, which is an estimated 3.9%
per year. Reflecting this population growth rate, the future utilization projections for
KESC are shown in the table below.

Knoxville Eye Surgery Center, LLC

Utilization History and Projections

Knoxville Eye Surgery Center, LLC 2015 2016 2017 Project Yr1 Project Yr2
Cataract 6,228 6,419 6,669 6,929 7,200
Cornea 632 679 705 733 762
Glaucoma 193 214 222 231 240
Retina 1,724 1,783 1,853 1,925 2,000
Oculoplastics 431 443 460 478 497
Strabismus Cases 49 51 53 55 57
Total OR Procedures 9,257 9,589 9,963 10,352 10,755
Procedures / OR 2,314 2,397 2,491 1,725 1,793
Laser (Procedure room) 968 1,002 1,041 1,082 1,124
Total Cases 10,225 10,591 11,004 11,433 11,879
Growth rate 3.1% 3.6% 3.9% 3.9% 3.9%

As outlined in response to question #3 above, the area ASTCs performing ophthalmic
surgery are all performing above the “optimum” and “full” capacity levels as defined by the
Certificate of Need Standards and Criteria.

6. Access to ASTCs. The majority of the population in a Service Area should reside within 60
minutes’ average driving time to the facility.

The average drive time from all of the counties in the primary service area is 32 miles.
The two farthest counties, Claiborne and Hamblen, are 57 and 59 miles from KESC,
respectively.

7. Access to ASTCs. An applicant should provide information regarding the relationship of an
existing or proposed ASTC site to public transportation routes if that information is available.

KESC is not located on a public transportation route, but transportation is available for
patients in need of assistance through ETHRA and CAC medical transportation services.

8. Access to ASTCs. An application to establish and ambulatory surgical treatment center or to
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expand existing services of an ambulatory surgical treatment center must project the origin of
potential patients by percentage and county of residence and, if such data are readily available,
by zip code, and must note where they are currently being served. Demographics of the Service
Area should be included, including the anticipated provision of services to out-of-state patients,
as well as the identity of other service providers both in and out of state and the source of out-
of-state data. Applicants shall document all other provider alternatives available in the Service
Area. All assumptions, including the specific methodology by which utilization is projected, must
be clearly stated.

Patient origin has been projected based on actual patient origin by county. A chart
showing the origin of KESC patients from the 2015 Joint Annual Report submitted to the
State of Tennessee Department of Health is attached, as attachment B.Need.A.8. While the
primary service area has been calculated to be nine counties, KESC has served patients
from 47 counties in Tennessee in the past year, as well as 155 patients from other states.

For a description of the other providers in the service area, please see Section B: Need,
question #3.

9. Access and Economic Efficiencies. An application to establish an ambulatory surgical treatment
center or to expand existing services of an ambulatory surgical treatment center must project
patient utilization for each of the first eight quarters following completion of the project. All
assumptions, including the specific methodology by which utilization is projected, must be
clearly stated.

KESC is projecting growth in utilization proportionate to the growth in the primary
service area’s population over age 65, which is an estimated 3.9% per year. Reflecting
this population growth rate, the utilization projections for the first eight quarters
following completion of the project are shown in the table below.

Knoxville Eye Surgery Center, LLC o
Utilization History and Projections

First Eight Quarters of Project

) L 2016 2017 Qtr 1 Qtr 2 Qtr3 Qtrd | Yri Qtr5 Qtre Qtr7 Qtr8 [Total Yr2
Cataract 6419| 6,669| 1559 1732| 1,732 1,906| 6,929| 1,620 1,800 1,800 | 1,980| 7,200
Cornea 679 705 165 183 183 | 202| 733| 171 190 190 209| 762
Glaucoma 214 222 52 58 58 64| 231 54/ 60 60 66| 240
Retina 1,783 | 1,853 433° 481 481] 529| 1,925 450° 500 500 550 2,000
Oculoplastics 443 460 108 1200 120 132 478 112 124 124 137| 497
Strabismus Cases 51 53 12 14 14 | 15 55 13 ; 14 . 14 16 57
Total OR Procedures 9589 | 9,963| 2,329 2588 2,588 | 2,847 10,352 2,329 2,588 2,588 2,847 | 10,755
Laser (Procedure room) 1,002| 1,041 243 270 270 297 | 1,082 253 281 281  309| 1,124
Total Cases 10,591 | 11,004 | 2,572 2,858 2,858 3,144 11,433 2,582] 2,869 2,869 3,156 | 11,879
Growth rate 36%  39% 3.9% 3.9%

10. Patient Safety and Quality of Care; Health Care Workforce.

a. An applicant should be or agree to become accredited by an accrediting organization
approved by the Centers for Medicare and Medicaid Services, such as the Joint

Commission, the Accreditation Association of Ambulatory Health Care, the American
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Association for Acereditation of Ambulatory Surgical acilities; or other nationally
recognized accrediting organization.

KESC is accredited by the Accreditation Association of Ambulatory Health Care.
The most recent three-year re-accreditation was achieved November 1, 2015.

b. An applicant should estimate the number of physicians by specialty that are expected to
utilize the facility and the criteria to be used by the facility in extending surgical and
anesthesia privileges to medical personnel. An applicant should provide documentation
on the availability of appropriate and qualified staff that will provide ancillary support
services, whether on- or off-site.

There are currently 27 surgeons credentialed to perform surgery at KESC, all of
whom practice in the specialty of ophthalmology, although many are credentialed
within a subspecialty, such as retina surgery or glaucoma surgery. In addition to the
surgeons, there are 19 anesthesiologists and 11 CRNAs who provide anesthesia
services on a rotating basis. During business hours, there is always one
anesthesiologist and one CRNA per operating room in the facility.

Three additional surgeons are expected to move to the area and become
credentialed to provide surgical services at KESC by the end of 2017. In addition,
American Anesthesiology of East Tennessee, the provider of anesthesia services,
will continue to provide one anesthesiologist and one CRNA per operating room.

Knoxville Eye Surgery Center employs a contracted service to gather data on
practitioners (physicians and certified registered nurse anesthetists - CRNA) for
appointment of Medical Staff privileges. Documents included are: completed
application, state license to practice, Drug Enforcement Agency license (if
applicable), proof of Board Certification specific to each tract of practice, proof of
malpractice insurance & claims history, criminal background check, national sex
offender check, Centers for Medicare & Medicaid Sanction check , primary
verification of education and training/practice, peer recommendations, proof of
hospital privileges and the center’s Code of Conduct which includes confidentiality,
compliance, non-discrimination and conflict of interest language. Other documents
may be required depending of the level of practice and center requirements such as
proof of Advanced Cardiac Life Support (ACLS) certification. The Quality & Risk
Manager coordinates this process with the Medical Director. Approval must be
recommended by the Quality Management Committee and approved by the Board of
Governors. Each member of the Medical Staff receives a letter as to the results of
their application for Medical Staff privileges. Reappointment occurs every two (2)
years for each member of the Medical Staff.

11. Access to ASTCs. In light of Rule 0720-11.01, which lists the factors concerning need on which
an application may be evaluated, and Principle No. 2 in the State Health Plan, “Every citizen
should have reasonable access to health care,” the HSDA may decide to give special
consideration to an applicant: '

a. Who is offering the service in a medically underserved area as designated by the United
States Health Resources and Services Administration;

Each of the counties in KESC’s primary service area contain medically
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underserved areas, as noted on the report from the HRSA Data Warehouse report,
attachment B.Need.A.11.a.

b. Who is a “safety net hospital” or a “children’s hospital” as defined by the Bureau of
TennCare Essential Access Hospital payment program;

Not applicable.

c. Who provides a written commitment of intention to contract with at least one TennCare
MCO and, if providing adult services, to participate in the Medicare program;

KESC already contracts with all TennCare MCOs and fully participates in the
Medicare program.

d. Who is proposing to use the ASTC for patients that typically require longer preparation
and scanning times. The applicant shall provide in its application information supporting
the addition time required per Case and the impact on the need standard.

Not applicable.

B. Describe the relationship of this project to the applicant facility’s long-range development plans,
if any, and how it relates to related previously approved projects of the applicant.

KESC has been providing high quality ophthalmic surgery services to the region for almost
two decades. This project is the culmination of a lengthy planning process, in which KESC’s
Board of Governors and members reviewed various options for meeting the community
need for additional ophthalmic surgery resources as the population grows and ages. While
the organization has considered expanding previously, it is only now, with the constraints
for block time and the high volumes that are creating challenges not only in terms of OR
capacity but also in waiting room space and pre- and post-operative areas, that the
organization believes that it is time to prepare for the next two decades of serving patients
by moving forward with an expansion.

C. ldentify the proposed service area and justify the reasonableness of that proposed area. Submit
a county level map for the Tennessee portion of the service area using the map on the following
page, clearly marked to reflect the service area as it relates to meeting the requirements for
CON criteria and standards that may apply to the project. Please include a discussion of the
inclusion of counties in the border states, if applicable. Attachment Section B.Need.C(1)

With almost 18 years of history serving the people of this area, KESC’s nine-county primary
service area is based on the origin of our patients. 86% of KESC’s patients live in Knox,
Blount, Sevier, Loudon, Campbell, Anderson, Jefferson, Claiborne and Hamblen counties. See
the attached chart, attachment B.Need.C(1) for a detailed breakdown of KESC'’s historic
utilization and patient county of origin.

Please complete the following tables, if applicable: See attached chart, attachment B.Need.C(2)

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
17



Service Area | Historical Utilization-County Residents | % of total procedures
Counties

County #1

County #2

Etc.

Total 100%

Service Area | Projected Utilization-County Residents | % of total procedures
Counties

County #1

County #2

Etc.

Total 100%
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D. 1). a) Describe the demographics of the population to be served by the proposal.

The population in KESC’s nine-county primary service area is growing at an estimated
1.1% per year, which is faster than the growth rate for the state of Tennessee. Growth in
KESC'’s target population, which is anyone aged 65+, is growing even faster, at an
estimated 3.9% per year. While people of all ages can need ophthalmic surgery, the
overwhelming majority are over the age of 65, and the age 65+ population in the service
area is estimated to grow by almost 30,000 people between 2016 and 2020.

The median household income in the service area is below the median income for the
state of Tennessee ($42,244 versus $45,219), but the percentage of people living below
the poverty level is below that of the state (16.6% versus 17.6%), as is the percentage of
people enrolled in TennCare (20.4% versus 23.0%).

b) Using current and projected population data from the Department of Health, the most
recent enrollee data from the Bureau of TennCare, and demographic information from the
US Census Bureau, complete the following table and include data for each county in your
proposed service area.

See attachment D.1.b.

Projected Population Data: http://www.tn.gov/health/article/statistics-population

TennCare Enroliment Data: hitp://www.tn.gov/tenncare/topic/enroliment-data

Census Bureau Fact Finder: http://factfinder.census.gov/faces/nav/jsf/pages/index.xhtml

Department of Health/Health Statistics Bureau of the Census TennCare
L} Ll o\o 1 1 L] oW kel 2 ;o\o Y
: s |8 | |8 |8 |§ [2° 5 |3 |55 5
Demographic g |S5(8 |5 |8 |8 |83 5 (3 _[88 R §
Variable/Geographic | 25| 82 |2 |3§|8%5|3 |8> o |3 Sl 2 88
Area a>|ag| g o> |aL a $tos £ |T 31 2 |0y a
- Ol Of|w=|ai|wC OB c c o -, - @0 |G O O
= G 5 B8E|lop|Bs|lgor]| § |58|sBIs€EF oL |ooa
s8|sl|lws| 28| 2e|lo5|52%]| 8 |85/ ET|E0
55|58 5885|898 82598 2 |2¢0|s8|63] 6c|5e5
FO|lFA |FO|FO|Fyad|¥ R|FaR| =2 [Z&E|capad @ —W |- Wk
County A
County B, etc.
Service Area Total
State of TN Total

* Target Population is population that project will primarily serve. For example, nursing home, home health
agency, hospice agency projects typically primarily serve the Age 65+ population; projects for child and
adolescent psychiatric services will serve the Population Ages 0-19. Projected Year is defined in select service-
specific criteria and standards. If Projected Year is not defined, default should be four years from current year,
e.g., if Current Year is 2016, then default Projected Year is 2020.

2) Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and
low-income groups. Document how the business plans of the facility will take into
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consideration the special needs of the service area population.

In terms of ophthalmic surgery, the primary demographic issue is the aging of the
population. As mentioned previously, the portion of the population aged 65+ is growing at
a rate almost four times that of the general population (3.9% per year versus 1.1% per year).
People of all races and genders experience a far higher utilization rate for ophthalmic
surgery than people under the age of 65. A recent study by the National Bureau of Economic
Research found that the availability and accessibility of cataract surgery is a major
contributing factor in senior citizens living longer, healthier lives. Expanding the
applicant’'s operating room capacity will enable KESC to help meet the needs of this
expanding part of the population.

Since its opening in 1999, KESC has provided care to people of all races, genders, and
income levels. We accept all TennCare plans, as well as Kentucky Medicaid. KESC provides
charity care for patients needing assistance and also participates in other need-based
programs, such as Interfaith Health Clinic and Knoxville Area Project Access, which help
patients without traditional insurance.

E. Describe the existing and approved but unimplemented services of similar healthcare providers
in the service area. Include utilization and/or occupancy trends for each of the most recent three
years of data available for this type of project. List each provider and its utilization and/or
occupancy individually. Inpatient bed projects must include the following data: Admissions or
discharges, patient days, average length of stay, and occupancy. Other projects should use the
most appropriate measures, e.g., cases, procedures, visits, admissions, etc. This doesn’t apply
to projects that are solely relocating a service.

There are no approved but unimplemented services of similar healthcare providers in the
service area, but there is a pending application (CN1611-038) for a new two-OR ASTC
specializing in ophthalmic surgery. It is scheduled for a hearing during the February meeting
of the Tennessee Health Services and Development Agency.

The existing providers offering similar services in the service area are:
e The Eye Surgery Center of Oak Ridge, LLC
o Eye Surgery Center of East Tennessee, LLC
e Physicians Surgery Center of Knoxville, LLC
e Southeast Eye Surgery Center

A chart outlining the utilization statistics for the past three years for each of these providers
is attached, as attachment B.Need.E. In summary, the most recent 12-month utilization
statistics for each, as reported in the Joint Annual Reports submitted for July 1, 2014 — June
30, 2015, are:

* The Eye Surgery Center of Oak Ridge, LLC — 3,518 cases (1,248 per OR, 1,023 per
procedure room)

e Eye Surgery Center of East Tennessee, LLC — 3,792 cases (1,465 per OR, 862 per
procedure room)

o Physicians Surgery Center of Knoxville, LLC — 4,472 cases (894 per OR, no procedure
rooms). Note that this is a multi-specialty facility. 497 of the cases were ophthalmology
cases.

e Southeast Eye Surgery Center — 2,034 cases (1,843 per OR, 191 per procedure room)

As noted on the chart, at these volumes, the utilization rate for each exceeds the “optimum”
number of cases per operating room, as defined by the ASTC Standards and Criteria. The
percentage of optimum volume achieved by each for the twelve-month period is:
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The Eye Surgery Center of Oak Ridge, LLC — 141.1%

Eye Surgery Center of East Tennessee, LLC — 165.7%

Physicians Surgery Center of Knoxville, LLC — 101.2% (multi-specialty facility)
Southeast Eye Surgery Center, LLC — 208.5%

Even if the two operating rooms proposed in the pending application for an additional
ophthalmic surgery ASTC (CN1611-038) are approved, as well as the two additional operating
rooms proposed in this application, the ASTCs providing this service in the service area will
still be functioning over the “optimum capacity” for ASTCs.

F. Provide applicable utilization and/or occupancy statistics for your institution for each of the past
three years and the projected annual utilization for each of the two years following completion of
the project. Additionally, provide the details regarding the methodology used to project utilization.
The methodology must include detailed calculations or documentation from referral sources, and
identification of all assumptions.

During the calendar year of 2016, KESC performed 10,591 cases, with 9,589 cases being
performed in the operating rooms and 1,002 performed in the procedure room. In 2017, growth
of 3.9% has been projected, reflecting the growth rate in the population over the age of 65,
which is KESC’s target population. If the project is approved, the first year the replacement
ASTC will be in service is 2018, for which 3.9% growth has been projected, again based solely
on population growth for our target population. No additional growth has been anticipated, as
the capacity requested is simply needed to enable KESC to serve its current share of the
market, not to,take market share from other providers.

A chart outlining detailed historic and projected utilization statistics is shown below:
Knoxville Eye Surgery Center, LLC '
Utilization History and Projections °

Actual Case Volume for Calendar Yea, Estimated = Estimated | Estimated

Knoxville Eye Surgery Center, LLC 2014 2015 2016 2017 ProjectYr1 | ProjectYr2
Cataract 6,079 6,228 6,419 6,669 6,929 7,200
Cornea 583 632 | 679 705 733 762
Glaucoma 188 193 214 222 | 231 240
Retina 1,701 1,724 . 1,783 1,853 1,925 2,000
Oculoplastics 436 431 443 . 460 478 497
Strabismus Cases 48 49 51 53 55 57
Total OR Procedures 9,035 9,257 9,589 | 9,963 ! 10,352 | 10,755

Procedures / OR 2,259 2,314 2,397 2,491 1,725 | 1,793

# of ORs 4 4 4 4 6 6

Laser (Procedure room) 879 968 1,002 1,041 1,082 1,124

Total Cases 9,914 10,225 | 10,591 11,004 11,433 | 11,879
|

Growth rate 3.1%! 3.6% 3.9%; 3.9% 3.9%

Even in the first two years of the project, with two additional operating rooms, KESC volumes
remain above the optimum capacity as defined by the ASTC Standards and Criteria.
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SECTI

B: ECONOMIC FEASIBILITY

A. Provide the cost of the project by completing the Project Costs Chart on the following page. Justify
the cost of the project.

1)

2)

3)

4)

9)

Al projects should have a project cost of at least $15,000 (the minimum CON Filing Fee). (See
Application Instructions for Filing Fee).

The filing fee has been calculated and is $40,383.79. A check for the fee is attached to
the application. The total project cost is estimated to be $7,063,651.

The cost of any lease (building, land, and/or equipment) should be based on fair market value or
the total amount of the lease payments over the initial term of the lease, whichever is greater.
Note: This applies to all equipment leases including by procedure or “per click” arrangements.
The methodology used to determine the total lease cost for a "per click" arrangement must
include, at a minimum, the projected procedures, the "per click" rate and the term of the lease.

The building will be wholly owned by KESC, and no equipment will be leased.

The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included under
construction costs or incorporated in a facility lease.

KESC has been performing ophthalmic surgery since 1999, and as such, has much of
the equipment that will be needed for the replacement center. Because two operating
rooms will be added, along with additional pre-and post-operative bays, particular
equipment is needed, such as operating room lights, two additional microscopes,
additional stretchers, and additional patient monitors. A list of fixed and moveable
equipment that will be purchased is attached as attachment B.Economic Feasibility.3.

Complete the Square Footage Chart on page 8 and provide the documentation. Please note the
Total Construction Cost reported on line 5 of the Project Cost Chart should equal the Total
Construction Cost reported on the Square Footage Chart.

The Square Footage Chart is complete,

For projects that include new construction, modification, and/or renovation—documentation
must be provided from a licensed architect or construction professional that support the
estimated construction costs. Provide a letter that includes the following:

a) A general description of the project;

b) An estimate of the cost to construct the project;

c) A description of the status of the site’s suitability for the proposed project; and

d) Attesting the physical environment will conform to applicable federal standards,
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o ——————manufacturer's—specifications—and-licensing-ragenecies’ requirements—ineluding—the—-AlA—
Guidelines for Design and Construction of Hospital and Health Care Facilities in current use
by the licensing authority.

An overall cost letter from the project development consultant, Anchor Health Properties,
is attached, as well as a letter from the project architect. Both are attached as attachment
B.Economic Feasibility.5.
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A.  Construction and equipment acquired by purchase:

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete.
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1. Architectural and Engineering Fees $ 371,518
2. Legal, Administrative (Excluding CON Filing Fee), $ 283,287
Consultant Fees
3. Acquisition of Site $ =
4. Preparation of Site $ 677,783
5. Total Construction Costs $ 3,890,826
6.  Contingency Fund $ 224,555
7. Fixed Equipment (Not included in Construction Contract) $ 650.814
8. Moveable Equipment (List all equipment over $50,000 as $ 604.484
separate attachments)
9. Other (Specify) $ -
B. Acquisition by gift, donation, or lease:
1. Facility (inclusive of building and land) $ -
2. Building only $ -
3. Landonly $ -
4. = Equipment (Specify) $ -
5. Other (Specify) $ -
C. Financing Costs and Fees:
1. Interim Financing $ 160,000
2 Underwriting Costs 3 -
3. Reserve for One Year's Debt Service $ 160,000
4 Other (Specify) $ -
D. Estimated Project Cost $ 6.208.431
(A+B+C)
E. CON Filing Fee $ 40,384
F. Total Estimated Project Cost
(D+E) TOTAL $ 7,063,651

RDA 1651



B. Identify the funding sources for this project.

Check the applicable item(s) below and briefly summarize how the project will be financed.
(Documentation for the type of funding MUST be inserted at the end of the application, in the
correct alpha/numeric order and identified as Attachment Section B.Economic Feasibility.B.)

X 1) Commercial loan — Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan, and
any restrictions or conditions;

2) Tax-exempt bonds — Copy of preliminary resolution or a letter from the issuing authority
stating favorable initial contact and a conditional agreement from an underwriter or
investment banker to proceed with the issuance;

3) General obligation bonds — Copy of resolution from issuing authority or minutes from
the appropriate meeting;

4) Grants — Notification of intent form for grant application or notice of grant award;

5) Cash Reserves — Appropriate documentation from Chief Financial Officer of the
organization providing the funding for the project and audited financial statements of the
organization; and/or

6) Other - Identify and document funding from all other sources.

C. Complete Historical Data Charts on the following two pages—Do not modify the Charts provided
or submit Chart substitutions!

Historical Data Chart represents revenue and expense information for the last three (3) years for
which complete data is available. Provide a Chart for the total facility and Chart just for the services
being presented in the proposed project, if applicable. Only complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by agreement to the
parent company, another subsidiary of the parent company, or a third party with common ownership
as the applicant entity. “Management Fees to Non-Affiliates” should include any management fees
paid by agreement to third party entities not having common ownership with the applicant.
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HISTORICAL DATA CHART

X _Total Facility
__ Project Only

Give information for the last three (3) years for which complete data are available for the facility or agency. The
fiscal year begins in January (Month).

A.

Utilization Data (Specify unit of measure, e.g. 1,000
patient days, 500 visits)

Rewvenue from Senices to Patients
1. Inpatient Senices
2. Outpatient Seniices

3. Emergency Senices
4. Other Operating Revenue (Rental & Optical Ctr)

Gross Operating
Revenue

Deductions from Gross Operating Revenue
1. Contractual Adjustments
2. Provision for Charity Care
3. Provision for Bad Debt
Total
Deductions

NET OPERATING REVENUE

D.

Operating Expenses
1. Salaries and Wages
a. Direct Patient Care
b. Non-Patient Care
2. Physician's Salaries and Wages
3. Supplies

4. Rent

a. Paid to Affiliates

b. Paid to Non-Affiliates
5. Management Fees:

a. Paid to Affiliates

b. Paid to Non-Afifiliates
6. Other Operating Expenses

Total Operating Expenses
Earnings Before Interest, Taxes and Depreciation

Non-Operating Expenses
1. Taxes
2. Depreciation

3. Interest
4. Other Non-Operating Expenses

Total Non-Operating Expenses

NET INCOME (LOSS)
Chart Continues Onto Next Page

Year 2014

9,914 cases

Year 2015

10,225 cases

Year 2016

10,551 cases

< - 3 .
27,647,585 28,609,210 29,231,072
838,039 898,909 906,121
28,485,624 29,508,119 $ 30,137,193
16,987,816 17,451,618 $ 17,724,822
125,136 194,125 193,984
210,759 172,719 138,319
17,323,711 17,818,462 $ 18,057,125
11,161,913 11,689,657 $ 12,080,068
1,803,846 1,875,005 1,933,282
676,496 778,573 803,550
25,000 25,000 25,000
3,458,329 4,119,427 3,848,539
28,741 28,741 22,700
1,243,035 1,416,821 1,344,535
7,235,447 8,243,567 $ 7,977,606
3,926,466 3,446,090 $ 4,102,462
272,969 287,668 $ 284,119
229,052 228,169 246,236
41,860 36,752 40,775
675,315 700,950 674,471
1,219,196 1,253,639 $ 1,245,601
2,707,270 2,192,551 $ 2,856,861
RDA 1651
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NET INCOME (LOSS)
G. Other Deductions
Annual Principal Debt Repayment

1.
2.

Annual Capital Expenditure

FREE CASH FLOW (Net Balance + Depreciation) $

Total Other Deductions

NET BALANCE $

DEPRECIATION

$- 2,707,270 $ 2,192,551 $ 2,856,861
$ 272,534 $ 281,053 $ 178,885
$ 36,947 $ 21,775 $ 372,325
$ - % < $ -
2,397,789 $ 1,889,723 $ 2,305,651
229,052 228,169 246,236
2,626,841 $ 2,117,892 $ 2,551,887

X_Total Facility

HISTORICAL DATA CHART - OTHER EXPENSES

OTHER EXPENSES CATEGORIES

0N OhA,ON-=

. Bank Charges

. IT Expense

. Employee Recognition

. Contract Wages

. Dues and Subscriptions
. Insurance

. Laundry and Uniforms

. Other Employee Benefits
9.

Office Supplies and Postage

10. Repairs and Maintenance
11. Telephone and Utilities

12. Professional Fees

13. Other
Total Other Expenses
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____Project Only
Year 2014 Year 2015 Year 2016

$ 20,334 $ 24,303 $ 32,075
55,048 47,823 62,430

35,002 25,296 45,718

53,318 150,202 103,922

22,628 37,614 11,671
198,196 217,163 233,009
89,284 85,580 91,058
232,708 242,649 247,271
82,543 98,840 91,159
344,863 394,586 322,590
120,539 119,207 121,019
67,127 68,831 63,514
(78,555) (95,273) (80,901)

$ 1,243,035 $ 1,416,821 $ 1,344,535
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A. Complete Projected Data Charts on the following two pages — Do not modify the Charts
rovi or submit stitutions!

The Projected Data Chart requests information for the two years following the completion of the
proposed services that apply to the project. Please complete two Projected Data Charts. One
Projected Data Chart should reflect revenue and expense projections for the Proposal Only (i.e., if
the application is for additional beds, include anticipated revenue from the proposed beds only, not
from all beds in the facility). The second Chart should reflect information for the total facility. Only
complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by agreement to the
parent company, another subsidiary of the parent company, or a third party with common ownership
as the applicant entity. “Management Fees to Non-Affiliates” should include any management fees
paid by agreement to third party entities not having common ownership with the applicant.
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PROJECTED DATA CHART X Total Facility
___Project Only

Give information for the two (2) years following the completion of this proposal. The fiscal year begins in January

(Month).
Year 1 Year 2
A. Utilization Data (Cases) 11,433 11,879
B. Rewenue from Senices to Patients
1. Inpatient Senices $ - $ -
2. Outpatient Senvices 31,511,096 32,740,028
3. Emergency Senices - -
4. Other Operating Revenue (Rental & Optical Ctr) 1,427,209 1,454,210
Gross Operating
Revenue $ 32,938,305 $ 34,194,238
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments $ 19,410,835 $ 20,167,857
2. Provision for Charity Care 220,578 229,180
3. Provision for Bad Debt 157,555 163,700
Total
Deductions $ 19,788,968 $ 20,560,738
NET OPERATING REVENUE $ 13,149,337 $ 13,633,500
D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care 2,468,282 2,542,330
b. Non-Patient Care 846,376 863,304
2. Physician's Salaries and Wages 25,000 25,000
3. Supplies 4,150,179 4,312,077
4. Rent
a. Paid to Affiliates - -
b. Paid to Non-Affiliates 22,700 22,700
5. Management Fees:
a. Paid to Affiliates B -
b. Paid to Non-Affiliates - -
6. Other Operating Expenses 1,237,672 ° 1,263,563
Total Operating Expenses $ 8,750,209 $ 9,028,974
E. Earnings Before Interest, Taxes and Depreciation $ 4,399,128 $ 4,604,527
F. Non-Operating Expenses
1. Taxes $ 306,280 $ 318,225
2. Depreciation 480,430 541,840
3. Interest 207,563 202,125
4. Other Non-Operating Expenses 1,153,216 1,161,897
Total Non-Operating Expenses $ 2,147,489 §$ 2,224,087
NET INCOME (LOSS) $ 2,251,639 $ 2,380,440
Chart Continues Onto Next Page
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651

30



NET INCOME (LOSS) $ 2414770 $ 2,532,763
G. Other Deductions

1. Annual Principal Debt Repayment $ 267171 $ 272,609

2. Annual Capital Expenditure $ 35,000 $ 35,000
Total Other Deductions $ - $ -

NET BALANCE $ 2112599 $ 2225154

DEPRECIATION 480,430 541,840

FREE CASH FLOW (Net Balance + Depreciation) $ 2593029 § 2,766,994

_X_lotal Facility

__ Project Only
PROJECTED DATA CHART - OTHER EXPENSES

OTHER EXPENSES CATEGORIES Project Yr1 Project Yr 1
1. Bank Charges $ 38,000 $ 38,000
2. IT Expense $ 100,000 $ 103,000
3. Employee Recognition $ 35,000 $ 36,050
4. Contract Wages $ 115,000 $ 118,450
5. Dues and Subscriptions $ 18,000 $ 15,000
6. Insurance $ 250,000 $ 257,500
7. Laundry and Uniforms $ 95,000 3 97,850
8. Other Employee Benefits $ 255,000 $ 262,330
9. Office Supplies and Postage $ 95,000 $ 96,711
10. Repairs and Maintenance $ 100,000 $ 100,000
11. Telephone and Utilities $ 150,000 $ 154,500
12. Professional Fees $ 70,000 $ 70,000
13. Other $ (83,328) § (85,828)
Total Other Expenses $ 1,237,672 $ 1,263,563
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O 1) Please identify the project’s average gross charge, average deduction from operating
revenue, and average net charge using information from the Projected Data Chart for Year 1 and
Year 2 of the proposed project. Please complete the following table.

he )

Gross Charge (Gross Operating | $ 2,519 |$2,422 | $ 2,422 | $2,422 0%
Revenue/Ulilization Data)

| Previous | Current | Year Year % Change
Year Year One Two (Current Year to
Year 2)

Deduction from Revenue (Tofal |$ 1,565 $1,471 | $1,471 | $ 1,471 0%
Deductions/Utilization Data)

Average Net Charge (Net $ 954 $ 951 | $ 951 | § 951 0%
Operating Revenue/Ulilization
Data)

2)

3)

Provide the proposed charges for the project and discuss any adjustment to current charges
that will result from the implementation of the proposal. Additionally, describe the anticipated
revenue from the project and the impact on existing patient charges.

It is not anticipated that there will be an adjustment to charges as a result of the proposal.
The additional revenue from the project is a product of the net charge per case multiplied
by the growth in volume. There will be no financial impact of this project to patients. No
payer contracts will change, self-pay rates will not be impacted by this project, and KESC’s
commitment to care for patients on TennCare or through charity care will continue.

Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services
and Development Agency. If applicable, compare the proposed charges of the project to the
current Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

See the attached table, attachment B.Economic Feasibility.E.3, comparing KESC’s gross
charges to the current Medicare allowable fee schedule for the top 20 CPT codes
performed. Detailed charges by CPT code for similar facilities are not readily available,
but overall gross and net charges per case are similar across all single-specialty
ophthalmology ASTCs in the primary service area. When comparing gross and net
charges across all providers, It should be noted that KESC is the only ophthalmology
ASTC offering cataract, glaucoma, plastics, cornea, retinal, and strabismus surgery. A
chart showing the gross and net charges per case for each ophthalmology ASTC in the
service area is shown below, based on data gathered from the most recent two Joint
Annual Reports.
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Attachment B-Economic Feasibility.E.3

Comparison of Average Gross Charges, Deductions from Charges, and Net Charges

Data Source - 2014 and 2015 Joint Annual Reports
|

Knoxville Eye Surgery Center (Applicant) |

2015 JAR Per Case 2014 JAR Per Case

Number of Cases | 110,060 | 9,626

Average Gross Charge 'S 28,199,293 S 2,803 $ 26,691,919 S 2,773

Average Deduction from Revenue 17,859,151 $ 1,775 |0 S 16,943,260 S 1,760

Average Net Charge ‘ S 10,340,142 . $ 1,028 S 9,748,659 $ 1,013
The Eye Surgery Center of Oak Ridge 2015 JAR Per Case 2014 JAR Per Case

Number of Cases 3,518 il 3,302

Average Gross Charge $ 4,269,068 S 1,213 ] 4,504,876 S 1,364

Average Deduction from Revenue S 1,642,312 S 467 | | S 1,655,279 | $§ 501

Average Net Charge $ 2,626,756  $ 747 $ 2,849,597 $ 863
Eye Surgery Center of E. TN 2015 JAR Per Case 2014 JAR Per Case

Number of Cases 3,792 3,855

Average Gross Charge o $ 13,162,772 ' $ 3,471 S 13,944,314 S 3,580

Average Deduction from Revenue $ 9,158,575 S 2,415 | S 10,497,017 : S 2,695

Average Net Charge $ 4,003,197 $ 1,05 | $ 3,447,297  $ 885
Southeast Eye Surgery Center

Number of Cases 2,034 687

Average Gross Charge $ 7,957,668 | $ 3912 $ 2,575,605  $ 3,749

Average Deduction from Revenue $ 5,722,748 S 2814 | s 1,579,400  $ 2,299

Average Net Charge S 2,234,920 S 1,099 | @ S 996,205 S 1,450

B. 1) Discuss how projected utilization rates will be sufficient to support the financial performance.
Indicate when the project’s financial breakeven is expected and demonstrate the availability
of sufficient cash flow until financial viability is achieved. Provide copies of the balance sheet
and income statement from the most recent reporting period of the institution and the most
recent audited financial statements with accompanying notes, if applicable. For all projects,
provide financial information for the corporation, partnership, or principal parties that will be a
source of funding for the project. Copies must be inserted at the end of the application, in the
correct alpha-numeric order and labeled as Attachment Section B-Economic Feasibility-
F1. NOTE: Publicly held entities only need to reference their SEC filings.

As evidenced by the historical and projected data charts, KESC is a financially viable,
stable and long-term business that is positioned to successfully reinvest in the business
to build capacity. While there is some impact to net income and cash flow over the first two
years of the project due to the additional debt load, the impact to profitability is minimal,
and at no time does the business sustain a loss.

A copy of the balance sheet and income statement for 2016 is attached as attachment
B.Economic Feasibility.F1. Given the size of the organization, KESC is not required to have
financial statements audited, but the attached have been compiled and reviewed by
Novinger, Ball & Zivi, PC, a third-party CPA firm.

2) Net Operating Margin Ratio — Demonstrates how much revenue is left over after all the variable
or operating costs have been paid. The formula for this ratio is: (Earnings before interest,
Taxes, and Depreciation/Net Operating Revenue).

Utilizing information from the Historical and Projected Data Charts please report the net

operating margin ratio trends in the following table:
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Year p%g\(/jicljesatro p::\fizjs Eco Current Year RSIceet BIISEISS
Year 1 Year 2

Current Year | Current Year

Net
Operating 35.2% 29.5% 33.9% 33.4% 33.7%

Margin Ratio

3) Capitalization Ratio (Long-term debt to capitalization) — Measures the proportion of debt
financing in a business’s permanent (Long-term) financing mix. This ratio best measures a
business’s true capital structure because it is not affected by short-term financing decisions.
The formula for this ratio is: (Long-term debt/(Long-term debt+Total Equity (Net assets)) x 100).

For the entity (applicant and/or parent company) that is funding the proposed project please
provide the capitalization ratio using the most recent year available from the funding entity’s
audited balance sheet, if applicable. The Capitalization Ratios are not expected from outside
the company lenders that provide funding.

Using the year-end financial statement for 2016, KESC’s capitalization ratio is 8.62%.
This was calculated by taking the total long-term debt, $511,048, divided by the equity
($5,416,468) + the long term debt, multiplied by 100.

C. Discuss the project’s participation in state and federal revenue programs including a description
of the extent to which Medicare, TennCare/Medicaid and medically indigent patients will be served
by the project. Additionally, report the estimated gross operating revenue dollar amount and
percentage of projected gross operating revenue anticipated by payor classification for the first
year of the project by completing the table below.

Applicant’s Projected Payor Mix, Year 1

Payor Source Projected Gross As a % of total
Operating Revenue
Medicare/Medicare Managed Care $22,209,578 70.5%
TennCare/Medicaid $369,548 1.2%
Commercial/Other Managed Care $7,687,780 24.4%
Self-Pay $464,759 1.5%
Charity Care $220,578 0.7%
Other (Workers Comp, Health Dept) $558,853 1.7%
Total $31,511,096 100%

D. Provide the projected staffing for the project in Year 1 and compare to the current staffing for the
most recent 12-month period, as appropriate. This can be reported using full-time equivalent
(FTEs) positions for these positions. Additionally, please identify projected salary amounts by
position classifications and compare the clinical staff salaries to prevailing wage patterns in the
proposed service area as published by the Department of Labor & Workforce Development and/or
other documented sources.
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Position Existing Projected | Average Wage _ Area '
Classification FTEs FTEs (Contractual | Wide/Statewide
(2016) Year 1 Rate) Average Wage
a) Direct Patient Care
Positions : “ _
RN 19.0 23.0 $27.23/hr $27.32/hr
Surgical Technicians 9.0 12.0 $17.97/hr $18.33/hr
Nursing Aide 4.0 5.0 $12.27/hr $10.76/hr
Total Direct Patient
Care Positions 32.0 39.0
b) Non-Patient Care
Positions _ : _
Administrator 1.0 1.0 Not available
Reception/Scheduling 3.0 3.5 $13.95/hr $12.51/hr
Financial (Billing/AR/Acctg) 6.0 6.0 $16.89/hr $15.13/hr
Medical Records 1.0 1.0 $19.86/hr $15.35/hr
Total Non-Patient
Care Positions 11.0 11.5
Total Employees
(A+B) 43.0 50.5
c) Contractual Staff 0.2 0.2
Total Staff
(atb+c) 43.2 51.7

E. Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

1)

Discuss the availability of less costly, more effective and/or more efficient alternative methods
of providing the benefits intended by the proposal. If development of such alternatives is not
practicable, justify why not, including reasons as to why they were rejected.

KESC’s Board of Governors and Members have spent over a year evaluating various options
to ease the space constraints under which we are operating and to provide capacity to meet
the needs of the growing 65+ population. Various scenarios were evaluated, including
attempting to extend hours and adding on to the existing facility.

While adding hours would provide some capacity for additional surgeries, it does not
address KESC'’s fundamental capacity issues. First, there is a limit to surgeons’, anesthesia
providers’, and patients’ willingness to have surgery late in the evening. While we can
expand hours to a limited degree, it is not an adequate long-term solution to meeting the
needs of the growing target population over time. Second, adding some evening hours does
not address the opportunity to enable the faster cataract surgeons to expand their surgical
capacity without adding additional hours of surgery, by utilizing two operating rooms,
thereby eliminating the waiting period between cases for room turnover. Third, new
surgeons joining KESC’s medical staff need routine and stable surgical block time, which
cannot be provided simply by adding evening hours.

Consideration was given to expanding the current building. However, after sketching out
both the expansion and replacement options as well as obtaining budgetary pricing from a
contractor, it was determined that the minimal cost difference between expansion of the
existing building and building a new, replacement ASTC would be more than offset by the
disruption to operations during the construction period, as well as the downtime that would
be required to redo mechanical systems. In addition, the current facility’s HVAC systems are
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extremely inefficient, provide no back-up in case of a system failure, and drive unreasonably
high utility costs.

2) Document that consideration has been given to alternatives to new construction, e.g.,
modernization or sharing arrangements.

Consideration has been given to alternatives to building, but KESC is already under such
capacity constraints that alternatives, such as extending operating hours, do not provide
enough relief long-term (see question 1 above).

SECTION B: CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

A. List all existing health care providers (i.e., hospitals, nursing homes, home care organizations, etc.),
managed care organizations, alliances, and/or networks with which the applicant currently has or
plans to have contractual and/or working relationships, that may directly or indirectly apply to the
project, such as, transfer agreements, contractual agreements for health services.

Parkwest Medical Center University of Tennessee Medical Center
American Anesthesiology of E. TN Tara Moore, PharmD (Pharmacy Consultant)
David G. Gerkin, MD (Medical Director) Knoxville Dermatopathology

Valley Biomedical Lincoln Memorial University

Blue Cross Blue Shield of TN United Healthcare

Cigna Aetna

Novation Purchasing Group

B. Describe the effects of competition and/or duplication of the proposal on the health care system,
including the impact to consumers and existing providers in the service area. Discuss any instances
of competition and/or duplication arising from your proposal including a description of the effect the
proposal will have on the utilization rates of existing providers in the service area of the project.

1) Positive Effects

Because KESC offers a broad range of ophthalmology surgical services, expanding capacity
enables patients needing those services to receive them timely and in the most efficient and
up-to-date setting. As the target population grows, volumes will grow for all providers of
ophthalmology surgery in the service area. Many of those ophthalmologists refer patients to
members of KESC’s medical staff for complex issues, such as cornea, glaucoma, or retina
surgery. KESC needs to have the capacity to meet the needs of those patients and referring
physicians.

2) Negative Effects

As stated previously, this project is not expected to have a negative impact on other providers
in the area. No shift in market share is anticipated.

C. 1) Discuss the availability of and accessibility to human resources required by the proposal, including
clinical leadership and adequate professional staff, as per the State of Tennessee licensing
requirements and/or requirements of accrediting agencies, such as the Joint Commission and
Commission on Accreditation of Rehabilitation Facilities.
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KESC is fully staffed with qualified healthcare professionals, including registered nurses,
certified surgical technicians, and certified nursing assistants. Clinical leadership is already
in place and will not require expansion. All OR Circulating nurses and Pre/Post-Operative
nurses are licensed, registered nurses. Staff members’ qualifications and licenses have
been reviewed and approved through our survey processes, including the State of
Tennessee Licensing survey and the AAAHC re-accreditation survey.

2) Verify that the applicant has reviewed and understands all licensing and/or certification as
required by the State of Tennessee and/or accrediting agencies such as the Joint Commission
for medical/clinical staff. These include, without limitation, regulations concerning clinical
leadership, physician supervision, quality assurance policies and programs, utilization review
policies and programs, record keeping, clinical staffing requirements, and staff education.

We have reviewed and understand all licensing and/or certification requirements
required by the State of Tennessee, CMS, and our accrediting body, AAAHC. Through
survey processes, we have been found to be in compliance with these requirements.

3) Discuss the applicant’s participation in the training of students in the areas of medicine, nursing,
social work, etc. (e.g., internships, residencies, etc.).

A number of the surgeons on KESC’s medical staff participate in the training of medical
students. When those students are on rotation with a member of KESC’s medical staff,
they observe surgeries and receive instruction from the surgeon. KESC hosts two-three
medical school students each month.

KESC also provides clinical rotations for students working toward a certification as
Surgical Technologists through Tennessee College for Applied Technology.

D. ldentify the type of licensure and certification requirements applicable and verify the applicant has
reviewed and understands them. Discuss any additional requirements, if applicable. Provide the
name of the entity from which the applicant has received or will receive licensure, certification, and/or
accreditation.

Licensure: State of Tennessee
Certification Type (e.g. Medicare SNF, Medicare LTAC, etc.): Accreditation (i.e., Joint
Commission, CARF, etc.): Ambulatory Surgical Treatment Center, accredited by

Accreditation Association for Ambulatory Healthcare (AAAHC).

1) If an existing institution, describe the current standing with any licensing, certifying, or accrediting
agency. Provide a copy of the current license of the facility and accreditation designation.

KESC is in good standing with the State of Tennessee Board of Licensure for Healthcare
Facilities and is accredited by the Accreditation Association for Ambulatory Healthcare
(AAAHC). A copy of both documents is attached, in attachment B-Orderly
Development.D.1.

2) For existing providers, please provide a copy of the most recent statement of deficiencies/plan of
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correction and document that all deficiencies/findings have been corrected by providing a letter
from the appropriate agency.

See attachment B-Orderly Development D.2.

Document and explain inspections within the last three survey cycles which have resulted in any
of the following state, federal, or accrediting body actions: suspension of admissions, civil
monetary penalties, notice of 23-day or 90-day termination proceedings from
Medicare/Medicaid/TennCare, revocation/denial of accreditation, or other similar actions.

Not applicable. There have been no such findings at any time during KESC'’s history.

a) Discuss what measures the applicant has or will put in place to avoid similar findings in the
future.

Not applicable.

E. Respond to all of the following and for such occurrences, identify, explain and provide documentation:

1)

2)

Has any of the following:

a) Any person(s) or entity with more than 5% ownership (direct or indirect) in the applicant (to
include any entity in the chain of ownership for applicant);

No; each owner owns less than 5%.

b) Any entity in which any person(s) or entity with more than 5% ownership (direct or indirect) in
the applicant (to include any entity in the chain of ownership for applicant) has an ownership
interest of more than 5%; and/or
Not applicable.

c) Any physician or other provider of health care, or administrator employed by any entity in
which any person(s) or entity with more than 5% ownership in the applicant (to include any
entity in the chain of ownership for applicant) has an ownership interest of more than 5%.

Not applicable.

Been subjected to any of the following:
a) Final Order or Judgment in a state licensure action;
No.
b) Criminal fines in cases involving a Federal or State health care offense;

No.

c) Civil monetary penalties in cases involving a Federal or State health care offense;
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No.

d) Administrative monetary penalties in cases involving a Federal or State health care offense;

No.

e) Agreement to pay civil or administrative monetary penaities to the federal government or
any state in cases involving claims related to the provision of health care items and
services; and/or

No.

f) Suspension or termination of participation in Medicare or Medicaid/TennCare programs.

No.

g) |s presently subject of/to an investigation, regulatory action, or party in any civil or
criminal action of which you are aware.

No.

h) s presently subject to a corporate integrity agreement.

No.

F. Outstanding Projects:

1) Complete the following chart by entering information for each applicable outstanding CON by
applicant or share common ownership; and

OQutstanding Projects
*Annual Progress Report(s) ——
CON Number | Proij a Date _ Expiration
Approved | Due Date Date Filed Date
Not applicable

* Annual Progress Reports —~ HSDA Rules require that an Annual Progress Report (APR) be submitted each year.
The APR is due annually until the Final Project Report (FPR) is submitted (FPR is due within 90 ninety days of the
completion and/or implementation of the project). Brief progress status updates are requested as needed. The
project remains outstanding untit the FPR is received.

2) Provide a brief description of the current progress, and status of each applicable outstanding

CON.

KESC does not have any outstanding Certificates of Need.

G. Equipment Registry — For the applicant and all entities in common ownership with the applicant.
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1) Do you own, lease, operate, and/or contract with a mobile vendor for a Computed Tomography
scanner (CT), Linear Accelerator, Magnetic Resonance Imaging (MRI), and/or Positron Emission
Tomographer (PET)?

No.

2) If yes, have you submitted their registration to HSDA? If you have, what was the date of
submission?

Not applicable.

3) If yes, have you submitted your utilization to Health Services and Development Agency? If you
have, what was the date of submission?

Not applicable.

SECTION B: QUALITY MEASURES

Please verify that the applicant will report annually using forms prescribed by the Agency concerning
continued need and appropriate quality measures as determined by the Agency pertaining to the certificate
of need, if approved.

Yes, if approved, KESC will fulfill any reporting requirements put forth by the Agency.

CTION C: TE HEALTH PLAN QUESTIONS

T.C.A. §68-11-1625 requires the Tennessee Department of Health’s Division of Health Planning to develop
and annually update the State Health Plan (found at http://www.tn.gov/health/topic/health-planning ). The
State Health Plan guides the State in the development of health care programs and policies and in the
allocation of health care resources in the State, including the Certificate of Need program. The 5 Principles
for Achieving Better Health are from the State Health Plan’s framework and inform the Certificate of Need
program and its standards and criteria.

Discuss how the proposed project will relate to the 5 Principles for Achieving Better Health found in the State
Health Plan.

A. The purpose of the State Health Plan is to improve the health of the people of Tennessee.

This project will help to ensure access to procedures which will improve the health and healthy
life span of the people of the service area, in particular those people who are over the age of 65.
Ensuring that sufficient capacity is available to serve the growing elderly population with
needed ophthalmic surgery is important to help those over 65 years of age continue to have an
active and healthy lifestyle.

B. People in Tennessee should have access to health care and the conditions to achieve optimal health.

Access to healthcare includes many factors, include having enough capacity within the
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existing base of providers to take care of growth in the target population, acceptance of a
broad array of insurance coverages, and providing services in the most efficient environment
possible for the patient. This project expands KESC'’s ability to provide timely and efficient
surgical services to the people of the service area. KESC is in network with all major insurance
carriers, including all TennCare plans, helping people with all kinds of health plan coverage to
receive services.

C. Health resources in Tennessee, including health care, should be developed to address the health of
people in Tennessee while encouraging economic efficiencies.

As an ambulatory surgical treatment center, KESC is providing high quality surgical services
in an environment that costs the healthcare system approximately half of what the same
services would cost in a hospital environment. One key element of improving efficiencies in
healthcare is to offer services in the lowest-acuity setting possible, which this project
supports by expanding outpatient surgery capacity in the market.

D. People in Tennessee should have confidence that the quality of health care is continually monitored
and standards are adhered to by providers.

KESC is in good standing with the State as well as accredited by AAAHC. KESC'’s leadership
team is focused on quality and adherence to standards, and those efforts are validated
through routine licensing and accreditation surveys. KESC also participates in the Ambulatory
Surgery Centers Association (ASCA) benchmarking process, which enables us to review our
own performance in both clinical quality and business operations against similar centers.

E. The state should support the development, recruitment, and retention of a sufficient and quality health
workforce.

KESC's project will support the state’s goal to develop, recruit and retain a quality healthcare
workforce. The staff currently in place is highly trained and qualified, with clinical staff
consisting primarily of registered nurses and certified surgical technicians. Staff hired to
support the additional needs of KESC and its patients for this project will be expected to have
the same qualifications and to maintain those qualifications throughout the period of
employment. We require every staff member to stay current with training and offer an extensive
training and orientation period for new employees.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and
dateline intact or submit a publication affidavit from the newspaper that includes a copy of the
publication as proof of the publication of the letter of intent.

A publisher’s affidavit is attached.

NOTIFICATION REQUIREMENTS
(Applies only to Nonresidential Substitution-Based Treatment Centers for Opiate Addiction)

Note that T.C.A. §68-11-1607(c)(9)(A) states that “...Within ten (10) days of the filing of an application
for a nonresidential substitution-based treatment center for opiate addiction with the agency, the applicant
shall send a notice to the county mayor of the county in which the facility is proposed to be located, the
state representative and senator representing the house district and senate district in which the facility is
proposed to be located, and to the mayor of the municipality, if the facility is proposed to be located within
the corporate boundaries of a municipality, by certified mail, return receipt requested, informing such
officials that an application for a nonresidential substitution-based treatment center for opiate addiction
has been filed with the agency by the applicant.”

Failure to provide the notifications described above within the required statutory timeframe will result in
the voiding of the CON application.

Please provide documentation of these notifications.

DEVELOPMENT SCHEDULE

T.C.A. §68-11-1609(c) provides that a Certificate of Need is valid for a period not to exceed three
(3) years (for hospital projects) or two (2) years (for all other projects) from the date of its issuance
and after such time shall expire; provided, that the Agency may, in granting the Certificate of
Need, allow longer periods of validity for Certificates of Need for good cause shown. Subsequent
to granting the Certificate of Need, the Agency may extend a Certificate of Need for a period upon
application and good cause shown, accompanied by a non-refundable reasonable filing fee, as
prescribed by rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole
discretion of the Agency, and is not subject to review, reconsideration, or appeal.

1. Complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each phase.

2. If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph,
please state below any request for an extended schedule and document the “good cause” for
such an extension.
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PROJECT COMPLETION FORECAST CHART

Assuming the Certificate of Need (CON) approval becomes the final HSDA action on the date
listed in Item 1. below, indicate the number of days from the HSDA decision date to each phase
of the completion forecast.

Days Anticipated Date
Phase Required [Month/Year]
1. Initial HSDA decision date June /2017
2. Architectural and engineering contract signed 10 July / 2017
3. Construction documents approved by the Tennessee
Department of Health 40 August / 2017
4. Construction contract signed 50 August / 2017
5. Building permit secured 65 September /2017
6. Site preparation completed 125 November / 2017
7. Building construction commenced 140 November / 2017
8. Construction 40% complete 230 February / 2018
9. Construction 80% complete 320 May /2018
10. Construction 100% complete (approved for occupancy 365 July /2018
11. *Issuance of License 395 August / 2018
12. *Issuance of Service 400 August / 2018
13. Final Architectural Certification of Payment 400 August / 2018
14. Final Project Report Form submitted (Form HR0055) 430 September / 2018

*For projects that DO NOT involve construction or renovation, complete Items 11 & 12 only.

NOTE: If litigation occurs, the completion forecast will be adjusted at the time of the
final determination to reflect the actual issue date
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FEB 1517 a43:53

AEFIDAVIT
sTATEOF_[ MV
COUNTY OF K/N?X
Melanie B. Burgess , being first duly sworn, says that he/she is the applicant

named in this application or his/her/its lawful agent, that this project will be completed in accordance
with the application, that the applicant has read the directions to this application, the Rules of the

Health Services and Development Agency, and T.C.A. §68-11-1601, et seq., and that the responses

to this application or any other questions deemed appropriate by the Health Services and

\M@@ A pinishroder

SIGNATURE/TIT@
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day of_fzbpny . 20/ aNotary

{Month) / (Year)

Development Agency are true and complete.
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Public in and for the County/State of | £/0255E¢

Vit T o

" NOTARY PUBLIC /ﬂ

C
My commission expires /41?:”) | 29 7020 ) .n";ﬂu,“
! (Month/Day) (Year) “\‘ 'ﬂ’ ‘% 2, ",
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atm: Melonie. B
To: TENNESSEE VALLEY EYE CENTER

FER 15717 ad3:04

(Advertising) NOTIFICATION OF INTENT TO APPLY FOR (Ref No: 1479506)

P.O.#:

PUBLISHER'S AFFIDAVIT
State of Tennessee }

5.8
County of Knox }

Before me, the undersigned, a Notary Public in and for said county, this day personally came Louise
Watkins first duly sworn, according to law, says that he/she is a duly authorized representative of The

Knoxville News-Sentinel, a daily newspaper published at Knoxville, in said county and state, and that
the advertisement of:

ve- ce
of which the annexed is a copy, was published in said paper on the following date(s):

02/10/2017

and that the statement of account herewith is correct to the best of his/her knowledge, information, and

ge o

}sinbﬂand sworn tojmo day of Yeby 20\"]

NE taryP lic

My commission expires 20

“\“ultltll'l'””
sﬁ}z\\* gl 8550(3
= ¢ . =

§¥° sme *%

fO0oF i %
S TENNESSEE :# =
Z . Nomampy ¢ 3
% ~n PUBLIC 5 §
‘%C‘o&. --5-3

& :V?'Y F \l‘\:\\‘\
iy

MY COMMISQION :XP!RES
MAY 8, 261



NOTIFICATION OF INTENT TO APPLY FOR
A CERTIFICATE OF NEED

This Is to provide official notlce to the Health Services and Development
Agency and all interested g‘aules. In accordance with T.C.A, § 68-11-1601
et seq., and the Rules of the Health Services and Dwelormunl Agency,
that Knoxvllle Eye Surgery Center, LLC, d/b/a Tennessee Valley Eye Center,
single specialty ambulatory surgical treatment center, owned Y: Knoxville
Eye Surgery Center, LLC with an ownership type of Limited Liab llhr Corpa-
ration and to be managed Im Knaxville Eye Surgery Center, LLC intends to
file an application for a Certificate of Need for a ref!acemenl ambulatory
lurgl:al treatment center to be located at 160 Capital Drive, Knoxville y:
37922. The replacement ambulatory surpical treatment center will Inclu
an expansion from four operating rooms to six operating rooms and will
cantinue to function as a single specla1ltjy uanthalmalogz ASTC. No now
services are belng Initiated, The proposed project cost s $7,063,651.

The anticipated date of filing the application Is: l-'ehruaq' ES. 2017, The
cantact person for this project is Melanie B. Burgess, Administrator, who
may be rnn:he%nl: Knoxville Eye Surgery Cenler, LLC, 140 Capltal Drive,
Knaxvllle, TN, 37922.

Upon written request by Interested parties, a local Fact-Finding public
Eleallng shall be conducted, Written requests for hearings should be sent
(H

Health Services and Development Agency
Andrew Jackson Bullding, 9th Floor
502 Deaderick Street
Nashvitle, TN 37243

The published Letter of Intent must contain the following statement pur-
suant to TCA §68-11-15-07(c)(1). ‘A) Any health care insti{ution wishing to
ﬁppﬂse a Certificate of Need application must file a written notice with the

calth Services and Developmant nﬂtmw no later than fifteen (15) days
before the mﬁulaﬂy scheduled Health Services and Development Agency
meeting at which the application is orl?lnaiiy scheduled; an LB) Any othor
fnrsun wishing to oppase the application must file writien objection with

e Health Services and Davelopment Agency at or prior to the considers
ation of the application by the Agency.




Appendix — Attachment Schedule

ABIA 2. . e Listing of KESC Owners
AdA. .., Certificate of Corporate Existence and Operating Agreement
] T T LI Y N BT w— Ownership Structure/Organizational Chart
O A A A R A R R T A R TS TR .10 « st RSt < € s+ + »+ » st + Deed
ABB-T -0 e e e Plot Plan
ABB-2..............ooe e R AR A A A T LR D NN ST - Floor Plan
B.Need. A 3..................... s s ssavramsssniiat Service Area Historical Utilization Chart
B.NEed.AB.......... oo aiiisimimvsinti s ms oS RS RS e SRR A E S - Patient Origin Chart
B.Need A1.a. ... HRSA Data Warehouse Report
BINEEd.C( 1) i e Patient Origin Chart
B.Need.C(2)....oniei e Service Area Demographic Statistics
B.Need.D.Ab.....oo Service Area Demographic Statistics
B.NeedE.........ooi Service Area Historical Utilization Chart
B.Economic Feasibility.3....................... Fixed and Moveable Equipment
B.Economic Feasibility.5.................. Development Consultant’s and Architect’s Letters
B.Economic Feasibility.B.......................co Letter from Lending Institution
B.Economic Feasibility.E.3.................oooo Charge Schedule
B.Economic Feasibility.F.1.............c.oo Financial Statements
B.Orderly Development.D.1........c.ooiiiiiiiiiiiie License and Accreditation

B.Orderly Development.D.2..........cccoiiiiiiiiii e Plan of Correction
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Division of Business Services
Department of State

State of Tennessee
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

Tre Hargett
Secretary of State

Filing Information

Name: KNOXVILLE EYE SURGERY CENTER, LLC

General Information

S$0S Control # 000323583 Formation Locale: TENNESSEE

Filing Type: Limited Liability Company - Domestic Date Formed: 01/10/1997
01/10/1997 11:02 AM Fiscal Year Close 12

Status: Active Member Count. 7

Duration Term: Perpetual

Managed By: Board Managed

Registered Agent Address Principal Address

MELANIE BURGESS STE 2

STE 2 140 CAPITAL DR

140 CAPITAL DR KNOXVILLE, TN 37922-3572

KNOXVILLE‘, TN 37922-3572

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description Image #
04/04/2016 2015 Annual Report B0224-9683
Principal Address 1 Changed From: 1928 ALCOA HWY To: 140 CAPITAL DR

Principal Address 2 Changed From: STE 324 To: STE 2

Principal Postal Code Changed From: 37920-1505 To: 37922-3572

Registered Agent First Name Changed From: LARRY To: MELANIE

Registered Agent Middle Name Changed From: G To: No Value

Registered Agent Last Name Changed From: RAUEN To: BURGESS

Registered Agent Physical Address 1 Changed From: 1928 ALCOA HWY To: 140 CAPITAL DR

Registered Agent Physical Address 2 Changed From: STE 324 To: STE 2

Registered Agent Physical Postal Code Changed From: 37920-1505 To: 37922-3572

03/10/2015 2014 Annual Report B0064-3647
03/07/2014 Assumed Name Renewal 7297-0691
Assumed Name Changed From: TENNESSEE VALLEY EYE CENTER To: TENNESSEE VALLEY EYE CENTER
Expiration Date Changed From: 04/08/2014 To: 03/07/2019

03/07/2014 2013 Annual Report 7296-2597
02/22/2013 2012 Annual Report 7152-2342

1/3/2017 1:49:02 PM Page 1 of 3



Name: KNOXVILLE EYE SURGERY CENTER, LLC

Filing Information

17 w354

o]

Ly
[

i

03/02/2012 2011 Annual Report

Principal Postal Code Changed From: 37920 To: 37920-1505

06/21/2011 2010 Annual Report

Member Count Changed From: 6 To: 7
06/02/2011 Notice of Determination

03/05/2010 2009 Annual Report

Member Count Changed From: 26 To: 6
07/28/2009 2008 Annual Report

06/03/2009 Notice of Determination
03/18/2009 Assumed Name Renewal
03/18/2009 Assumed Name Renewal
02/22/2008 2007 Annual Report
07/27/2007 2006 Annual Report
06/21/2007 Notice of Determination
02/15/2006 2005 Annual Report
01/20/2005 2004 Annual Report

Member Count Changed
03/19/2004 Assumed Name Renewal

03/04/2004 2003 Annual Report

Member Count Changed
02/12/2004 Assumed Name Renewal

03/10/2003 2002 Annual Report

Member Count Changed
09/24/2002 Assumed Name Renewal

03/18/2002 2001 Annual Report
02/27/2001 2000 Annual Report

Member Count Changed
04/24/2000 1999 Annual Report

Member Count Changed
05/12/1999 Assumed Name

05/12/1999 Assumed Name
04/08/1999 Assumed Name
02/22/1999 CMS Annual Report Update
05/27/1998 Articles of Amendment
02/17/1998 CMS Annual Report Update

1/3/2017 1:49:02 PM

7006-0266

6905-2560

A0073-2305
6669-0202

6575-3146
ROLL 6550
6478-1559
6478-1561
6224-1254
6103-0855
ROLL 6065
5688-1572
5330-3057

5073-0674
5057-0164

5036-1237
4748-2271

4608-1026
4447-3002
4134-2831

3894-1374

3681-2138
3681-2139
3664-3189
3633-3313
3515-1083
3452-2494

Page 2 of 3



Filing Information

Name: KNOXVILLE EYE SURGERY CENTER, LLC

Fiscal Year Close Changed

01/10/1997 Initial Filing 3264-1723A
Active Assumed Names (if any) Date Expires
TENNESSEE VALLEY EYE CENTER 04/08/2009 03/07/2019

1/3/2017 1:49:02 PM i Page 3 of 3



SECOND
AMENDED AND RESTATED
OPERATING AGREEMENT
OF
KNOXVILLE EYE SURGERY CENTER, LLC

1.1 Act...

1.2 Admlmstratlve Commrttee

1.3 Additional MemDer ............ ks maesismsisisa s oo rmibassaonmammroanasns
L4 AGEed PIiCe........oouvcueeeeurn oo susminssnsmis i ns oo skinshinssessishimi s ik A il Rt DA iis
1.5 Agreed Terms... e

1.6  Ambulatory Surgery Center

1.7 Agreement.... o
1.8 Articles or Artrcles of Organlzatlon
1.9 ASSIGNEE......viuriirreeeernrinironsns v e o BT S T ARSI Rk b s A Pens s s o SRR
1.10 Board or Board of GOVEINOLS .............. wmwmsmmesrse s s iagav
1.11  Capital Account ......... iz TR e i e RG
112 Capital ComriDULION. ..eivieiiiesseisesassisiss et saene s esesssasessessessenssesssserassssasssasessssesssens
0 O T O - PR TR MRS
114 COMPAILY ..o et e s ssssc e nasiissssmis sbas omsisssansss samsssis e A8 4R SRRSO TR IR G404
1.15  Contribution Allowance Agreement ......ciciscsssursisesissssssrssessnsrssessismsasissassrassrsssonsissaessass
116  DIAYS sonsssssnonsasevinssrsosssonssnissaesssinonososssssossssdsossssssissisisaipmboasssamssimdonstsshaisssbnms iabsssbatscaoiin
1.17  Deficit Capital ACCOUNL .......... 550w iris s st essitbamssitssssserassssroosmpas
118 DSHADULION «..vv s 2 oeveeann oo o cosciisnmienssiesans:ssiossontsws o sashassise i issasinssisas s v aas swin aiias
1.19 Encumber or Encumbrance.... s s e m st i
120 FACHIEY 1uvvviensieesseersnennenennaresen s oisiessnnmesoisnsinsssssim s ohossmisis s es o s s saamve i s e oasss
1.21  Financial Rights ...........coco.eee. Gifiimiemmisisasaaiisisissimmaiisonsasismvesmmiisimsmmminias
1.22  Geographical ATEa ................. cssseomieomsssssssossmsasmssmsstssetssstsmsisss sy s
1.23  Governance Rightsgiiasimmmmismsminsiminnss s
T T € 411750 5 4 o) OO RO
1.25 Initial Capital Contribution ...... st sorasssyaainiss
1,26 INIHAL IMEIMDEIS ...ivvevrreeiesietiiee e ireesbeineeee e se st e sn s taesbe s s s aesanassbssseassssnsssaass s assssassnsasnss
127 MaDAEET .......oeeerireonere -G ssss o sassasi s o sb s iv T oo R s o se b v T e seais
1.28  Majority Interest...

1.29 Member... ;
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SECOND
AMENDED AND RESTATED
OPERATING AGREEMENT
OF :
KNOXVILLE EYE SURGERY CENTER, LLC

This SECOND AMENDED AND RESTATED OPERATING AGREEMENT is made
and entered into as of the 1st day of January, 2000, by and among CHARLES G. ANGE, M.D,;
L. NICHOLS COOK, M.D.; PAUL D. FROULA, M.D.; GARY N. GITSCHLAG, M.D,;
HERBERT J. GLATT, M.D.; JOSEPH M. GOOGE, M.D.; ROBERT E. HALL, M.D.; DAVID
J. HARRIS, M.D.; ALBERT K. HOLMES, M.D.; JOHN C. HOSKINS, M.D.; MARK Y.
IVENS, M.D.; JAMES R. KIMBLE, M.D.; D. LEE MCDANIEL, M.D.; TOD A. MCMILLAN,
M.D.; JAMES H. MILLER, JR.,M.D.; J. FRANKLIN MURCHISON, M.D.; LARRY G.
RAUEN; KEITH A. SLATER; DARIN S. SMITH, M.D.; JONATHAN W. SOWELL, M.D.;
STEVEN L. STERLING, M.D.; and ALEX STOCKDALE .

WITNESSETH:

WHEREAS, the Initial Members have formed a limited liability company under the Act
for the purpose of conducting certain business activities described herein;

WHEREAS, since the formation of the Company by the Initial Members, McMillan,
Price and Smith have become Members of the Company; and

WHEREAS, the Members desire to amend and restate the Operating Agreement of the
Company as set forth herein.

NOW, THEREFORE, in consideration of the premises and the mutual promises
contained herein, the Members hereby adopt this Amended and Restated Operating Agreement:

ARTICLE I
DEFINITIONS

As used in this Agreement, unless the context clearly requires otherwise, the following
terms in this Article shall have the following meanings.

1.1 Act. "Act" shall mean the Tennessee Limited Liability Company Act, Tennessee
Code Annotated Sections 48-201-101, ef seq., as amended from time to time.

12  Administrative Committee. "Administrative Committee” shall mean the
committee elected by the Board of Governors to oversee the planning and development of the
Facility and to make recommendations to the Board of Governors and the Members concerning
development of the Facility. ' ' '
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1.3  Additional Member. "Additional Member" shall mean a Member other than an
Initial Member or a Substitute Member, who has acquired a Membership Interest from the
Company and has become a Member in accordance with Section 14.3.

1.4 Agreed Price. "Agreed Price" shall mean the price at which, pursuant to the
terms of this Agreement, a Member must offer to sell all or any of his or her Membership
Interest to the Company, as set forth in Article 13.

1.5  Agreed Terms. "Agreed Terms" shall mean the terms and conditions under
which the sale of a Member's Membership Interest to the Company is conducted, including (but
not limited to) the form of consideration to be paid, the time of the closing, and the steps to be
taken at the closing.

1.6 Ambulatory Surgery Center. "Ambulatory Surgery Center" shall mean any
health care institution, other than the Facility, located in the Geographical Area which performs
ophthalmalogical procedures and is licensed as an ambulatory surgery center by the Tennessee
Board for Licensing Health Care Facilities and charges a facility fee for surgical procedures
performed at such facility.

1.7  Agreement, "Agreement” shall mean this Operating Agreement, as amended or
restated from time to time.

1.8  Articles or Articles of Organization. "Articles" or "Articles of Organization”
shall mean the Articles of Organization of the Company filed with the Secretary of State of
Tennessee pursuant to the Act.

1.9 Assignee. "Assignee" shall mean a transferee of Financial Rights who has not
been admitted as a Substitute Member.

1.10 Board or Board of Governors. "Board" or "Board of Governors" shall mean the
Board of Governors elected pursuant to Article IX.

1.11  Capital Account. "Capital Account" shall mean the account maintained for a
Member or Assignee determined in accordance with Article IV.

1.12  Capital Contribution. "Capital Contribution" shall mean any contribution of
money, property, services or the obligation to contribute money, property, or services made by or
on behalf of a Member or Assignee.

1.13 Code. "Code" shall mean the Internal Revenue Code of 1986, as amended from
time to time.

1.14 Company. "Company" shall mean KNOXVILLE EYE SURGERY CENTER,
LLC, the limited liability company formed under this Agreement pursuant to the Act.

1.15 Contribution Allowance Agreement. "Contribution Allowance Agreement”
shall mean an agreement between a Person and the Company under which the Person has the
right, but not the obligation, to make a Capital Contribution to the Company in the future, and
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the Company agrees that if the Person makes the specified Capital Contribution at the time and
in the manner specified for the Capital Contribution in the future, the Company will accept the
Capital Contribution and reflect the Capital Contribution in its records.

1.16  Days. "Days" shall mean all calendar days, whether or not such days are legal
holidays under the laws of the United States or any State.

1.17  Deficit Capital Account. "Deficit Capital Account" shall mean with respect to
any Member, the deficit balance, if any, in such Member's Capital Account as of the end of the
taxable year, after giving effect to the following adjustments:

(a) Credit to such Capital Account any amount which such Member is
obligated to restore under Regulations Section 1.704-1(b)(2)(ii)(c), as well
as any addition thereto pursuant to the next to last sentence of Regulations
Sections 1.704-2(g)(1) and (i)(5), after taking into account thereunder any
changes during such year in partnership minimum gain (as determined in
accordance with Regulations Section 1.704-2(d)) and in the minimum gain
attributable to any partner nonrecourse debt (as determined under
Regulations Section 1.704-2(i)(3)); and

(b)  Debit to such Capital Account the items described in Regulations Sections
1.704-1(b)(2)(ii)(d)(4), (5) and (6).

This definition of Deficit Capital Account is intended to comply with the provisions of
Regulations Sections 1.704-1(b)(2)(ii)(d) and 1.704-2, and shall be interpreted consistently with

those provisions.

1.18 Distribution. "Distribution" shall mean a transfer of money or property to a
Member on account of Financial Rights as described in Article VI.

1.19 Encumber or Encumbrance. "Encumber or Encumbrance" shall mean to
pledge, hypothecate, or otherwise secure any type of debt or obligation with Membership
Interest, whether incurred voluntarily or involuntarily, and in any manner whatsoever. An
"Encumbrance" is any type of security or surety interest created by such Encumbering.

1.20  Facility. "Facility" shall mean the Tennessee Valley Eye Center, developed and
operated by the Company located at 140 Capital Drive, Knoxville, Tennessee.

1.21  Financial Rights. "Financial Rights" shall mean a Member's or Assignee's share
of the Company's Net Profits, Net Losses, and Distributions from the Company pursuant to this
Agreement and the Act, but shall not include any Governance Rights, including right to
participate in the operation, management or affairs of the Company, including the right to vote
on, consent to, or otherwise participate in any decision of the Members. A Member's or
Assignee's Financial Rights shall be expressed by a percentage or a fractional percentage of the
total Financial Rights held by all Members and Assignees of the Company. The Initial Member's
Financial Rights are set forth on Exhibit A.
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1.22  Geographical Area. "Geographical Area" shall mean Knox County, Tennessee,
and any area not within Knox County, Tennessee which is within a radius of seventy-five (75)
miles from the Facility.

1.23  Governance Rights. "Governance Rights" shall mean all of a Member's rights as
a Member in the Company other than Financial Rights, including, without limitation, the right of
the Member to vote for the election of Governors and other significant business and affairs of the
Company. Governance Rights include, without limitation, the right to vote on, consent to or
otherwise participate in any decision, vote or action of or by the Members granted pursuant to
this Agreement and the Act. A Member's Governance Rights shall be expressed as a percentage
of the Governance Rights of all the Members.

1.24 Governor. "Governor" shall mean a member of the Board of Governors.

1.25 Initial Capital Contribution. "Initial Capital Contribution" shall mean the
Capital Contribution agreed to be made by the Initial Members as described in Artiele IV.

1.26 Initial Members. "Initial Members" shall mean the Members who initially
formed the Company as of January 1, 1997, being the shareholders and administrators of
University Eye Surgeons, P.C., and Southeastern Retina Associates, P.C., the members and
administrator of Baptist Eye Surgeons, PLLC, and Gary N. Gitschlag, M.D.

1.27 Manager. "Manager" shall mean a Person elected, appointed, or otherwise
designated as a manager by the Board of Governors pursuant to Article X.

1.28 Majority Interest. "Majority Interest”" shall mean the Units of one (1) or more
Members which taken together exceed fifty percent (50%) of the aggregate of all Units.

129 Member. "Member" shall mean an Initial Member, Substitute Member or
Additional Member of the Company.

1.30 Membership Interest. "Membership Interest" shall mean a Member's entire
interest in the Company including such Member's Financial Rights and a Member's Governance
Rights as provided in this Agreement. A Member's Membership Interest shall be expressed as a
percentage of the Membership Interests held by all Members. The Initial Members Membership
Interest are set forth on Exhibit A.

1.31 Net Cash Flow. "Net Cash Flow" shall mean the gross cash proceeds from
Company operations less the portion thereof used to pay or establish reserves for all Company
expenses, debt payments, capital improvements, replacements and contingencies as determined
by the Board of Governors. Net Cash Flow shall not be reduced by depreciation, amortization,
cost recovery deductions, or similar allowances, but shall be increased by any reductions of
reserves previously established. Net Cash Flow shall also include the net cash proceeds from all
sales and other disposition of property, less any portion thereof used to establish reserves as
determined by the Board of Governors. Net Cash Flow shall also include all principal and
interest payments with respect to any note or other obligation received by the Company in
connection with sales or other dispositions (other than in the ordinary course of business) of

property.
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1.32  Net Losses. "Net Losses" shall mean the losses and deductions of the Company
determined in accordance with accounting principles consistently applied from year to year
employed under the method of accounting adopted by the Company and as reported separately or
in the aggregate as appropriate, on the tax return of the Company filed for federal income tax
purposes.

1.33  Net Profits. "Net Profits" shall mean the income and gains of the Company
determined in accordance with accounting principles consistently applied from year to year
employed under the method of accounting adopted by the Company and as reported separately or
in the aggregate, as appropriate, on the tax return of the Company filed for federal income tax
purposes.

1.34 Offered Financial Rights. "Offered Financial Rights" shall mean all of the
Financial Rights which are offered for sale to the other Members or to the Company, or which
are deemed to have been so offered pursuant to this Agreement.

1.35 Offering Member. "Offering Member" shall mean the Member (or his or her
Personal Representative) who offers or is deemed to offer to sell some or all of his or her
Financial Rights to the other Members, pursuant to this Agreement.

1.36  Person. "Person" shall include an individual, trust, estate, or any entity.

1.37 Personal Representative. "Personal Representative" shall mean any
administrator, executor, trustee, or other personal representative who is vested with the
responsibility for administering the disposition of any Membership Interest on account of a
deceased Member's death, and equally any individual who holds such Membership Interest as a
legatee, distributee, or successor in interest, or trustee, where no executor, administrator, or
similar fiduciary is appointed or where any appointed executor, administrator, or fiduciary does
not have control over any of the deceased Member's Membership Interest.

1.38 Regulations. "Regulations” shall mean except where the context indicates
otherwise, the permanent, temporary, proposed, or proposed and temporary regulations of the
Department of the Treasury under the Code as such regulations may be lawfully changed from
time to time.

1.39  Substitute Member. "Substitute Member" shall mean an Assignee who has been
admitted as a Member of the Company in accordance with Section 14.2.

1.40  Super Majority Interest. "Super Majority Interest" shall mean the Units of one
(1) or more Members which taken together equal seventy-five percent (75%) or more of the
aggregate of all Units.

1.41 Transfer. "Transfer" shall mean any sale, pledge, Encumbrance, gift, bequest, or
other transfer of any Membership Interest or Financial Rights to someone not already a Member,
whether or not for value. An "Involuntary Lifetime Transfer" is any Transfer made on account
of a court order or otherwise by operation of law, including any Transfer incident to any
bankruptcy, divorce or marital property settlement or any Transfer pursuant to applicable
community property, quasi-community property or similar state law. A "Voluntary Lifetime
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Transfer" is any Transfer made during a Member's lifetime which is not an Involuntary Lifetime
Transfer. Unless the context indicates otherwise, "Transfer" includes both Voluntary and
Involuntary Lifetime Transfers. A Transfer made to a trust that is wholly revocable by the
Transferor shall not be a Transfer for purposes of this Agreement, but any subsequent Transfer
by the trustee of such trust shall be deemed to have been made by the trust's grantor.

1.42  Units. "Units" shall mean the Member's voting power (or Governance Rights) on
any decision, vote or action taken by the Members granted pursuant to this Agreement and the
Act. Units shall be expressed as a number with the total number of Units held by all Members
being Eight Thousand One Hundred (8,100). The Members' Units are set forth on Exhibit A.

ARTICLE I
ORGANIZATION

2.1  Name. The name of the Company is KNOXVILLE EYE SURGERY CENTER,
LLC. All business of the Company shall be conducted under that name or any trade name or
assumed name which may be adopted under the Act.

2.2 Purposes. The purpose of the Company is to develop, equip and operate an
ambulatory surgical treatment center to perform ophthalmalogical surgical procedures; to engage
in any lawful business or activity agreed upon by the Members; and to do any and all other acts
and things which may be necessary or incidental to the business of the Company.

2.3  Powers. The Company shall have all the powers of a limited liability company
under the Act.

2.4  Term. The term of the Company shall begin upon the filing of the Articles with
the Secretary of State of Tennessee, and continue until dissolved pursuant to this Agreement, by
act of the Secretary of State of Tennessee, or by order of a court of competent jurisdiction
pursuant to the Act.

2.5  Principal Executive Office. The principal executive office of the Company in
the State of Tennessee shall be located at 1928 Alcoa Highway, Suite 324, Knoxville, Knox
County, Tennessee 37920. The Company may have such other offices, either within or without
the State of Tennessee as the Board of Governors may designate or as the business of the
Company may from time to time require.

2.6  Registered Office. The registered office of the Company in the State of
Tennessee shall be located at 1928 Alcoa Highway, Suite 324, Knoxville, Knox County,
Tennessee 37920. The registered agent at such address shall be Larry G. Rauen. The registered
office and the registered agent may be changed from time to time by action of the Board of
Governors and by filing the prescribed form with the Secretary of State of Tennessee.

2.7  Company Property. All real and personal property of the Company now or
hereafter acquired by the Company shall be owned, held or operated in the name of the Company
or in the name of any entity designated by the Board of Governors as nominee for the Company
and solely for the benefit of the Company pursuant to the terms, conditions and provisions of this
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Agreement. No Member shall have any ownership interest in any Company property in the
Member's individual capacity.

3.1

ARTICLE III
MEMBERS; MEMBERSHIP INTERESTS

Information Regarding Members. The following information required by

Section 48-206-101 of the Act, as amended, regarding the Members is set forth on the Exhibits to
this Agreement:

Members as follows:
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(a)

(b)

©

(d)

The identity of all of the Members and their Membership Interests, and the
identity of all Persons bound by a Contribution Agreement or the owners
of a Contribution Allowance Agreement and the Membership Interest that
will be acquired upon the satisfaction of the terms of such agreement.

The amount of cash and a déscription and statement of the agreed value of
any other Capital Contribution for each Membership Interest.

The amount and value of any Capital Contribution which any Member or
potential Member has agreed pursuant to a Contribution Agreement, to
contribute and the time or times at which, or events on the happening of
which, such Capital Contribution agreed is to be made.

The amount and value of any Capital Contribution which any Member or
potential Member has the right pursuant to a Contribution Allowance
Agreement to contribute and the time or times at which or event on the
happening of which such Capital Contribution must be made or the right
lapses.

3.2 Member Representations and Warranties. Each Member, severally but not
jointly, hereby represents, warrants, confirms and agrees with the Company and the other

(a)

(b)

(©)

Each Member has full right, power and authority to execute and deliver
this Agreement and to perform each of such Member's obligations
hereunder.

This Agreement has been duly executed and delivered by or on behalf of
each Member and constitutes the valid and binding obligation of each
Member in accordance with its terms.

No Member is subject to any restriction or agreement which prohibits or
will be violated by the execution and delivery hereof or by the
consummation of the transactions contemplated hereby or pursuant to
which the consent of any third Person is required in order to give effect to
the transactions contemplated herein.
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(d)

(e)
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(®)

(b)

(1)

Each Member acknowledges that (i) the Membership Interests have not
been registered under the Securities Act of 1933 and the Tennessee
Securities Act of 1980, as amended, on the ground that investment in the
Company is exempt from registration as being a limited offering not
involving a public offering and that the aggregate amount of Membership
Interests offered does not exceed Two Hundred and Fifty Thousand
Dollars ($250,000) in any twelve (12) month period; (ii) such Member's
interest is being acquired for such Member's own account with no present
intention of reselling or otherwise disposing of the same; and (iii) that the
reliance of the other Members and the Company is predicated upon the
lack of any present intention of resale or other disposition of any
Membership Interest.

Each Member acknowledges that no representations of any have been
made by the Company regarding the Company's future financial
performance to induce the Member to become a Member of the Company.

Each Member confirms that he or she does not now intend to Transfer all
or any portion of his or her Membership Interest and that to the best of
each Member's knowledge and belief there are no circumstances in the
foreseeable future, of which such Member is now aware, which would
require the resale of any portion of the Member's Membership Interest,
and that such Member will in no event sell, otherwise Transfer any portion
of a Member's Membership Interest unless, in the opinion of legal counsel
to the Company, such interest may be legally sold, transferred or
otherwise disposed of without registration or qualification under the
Securities Act of 1933 or the Tennessee Securities Act of 1980 (or the
availability of an exemption therefrom), or that the interest shall have been
so registered or qualified and a registration statement shall then be in
effect with respect thereto.

Each Member acknowledges that no trading market for the Membership
Interests does or will exist at any time, and that no Member's interest in
the Company will at any time be transferrable without potential adverse
tax consequences.

Each Member acknowledges that the disposition of each Member's
Membership Interest in the Company is also limited by other provisions of
this Agreement.

By reason of each Member's involvement in the formation of the
Company, each Member acknowledges he or she has had access to all
information he or she has requested or deems relevant with respect to the
Member's Membership Interest, including but not limited to financial,
market and operations information.




3.3  Membership Qualifications. No Person shall be entitled to become a Member
of the Company unless such Person shall be a physician licensed to practice medicine in the State
of Tennessee who has completed approved training in the specialty of ophthalmology or one of
the recognized subspecialties of ophthalmology, or is employed as the chief administrator of a
professional corporation or professional limited liability company engaged in the practice of
ophthalmology or one of the recognized subspecialties of ophthalmology. Each Member who
refers patients or performs surgical procedures at the Facility certifies that his or her medical
practice involves the performance of surgical procedures (as defined at 42 C.F.R. § 1001.952(h))
at a hospital or other health care facility and that at least one-third (1/3) of such Member's
medical practice income comes from the performance of such surgical procedures. In addition,
no Person shall be entitled to become a Member of the Company or remain a Member of the
Company if such Person holds any form of ownership or investment interest in any Ambulatory
Surgery Center in the Geographic Area other than the Company or the Facility. If any Member
invests in such Ambulatory Surgery Center, such Member shall be deemed to have offered his or
her Membership Interest for sale to the Company, which shall purchase the Membership Interest
at the Agreed Price and on the Agreed Terms. Except for the Initial Members, a physician shall
obtain medical staff privileges at the Facility and perform surgical procedures for a six (6) month
period before being eligible to become a Member of the Company.

ARTICLE IV
CAPITAL CONTRIBUTIONS; CAPITAL ACCOUNTS

4.1  Capital Contributions. Each Member shall make the Capital Contribution
prescribed for that Member on Exhibit B at the time and on the terms specified on Exhibit B.
No interest shall accrue on any Capital Contribution and no Member shall have the right to
withdraw or be repaid any Capital Contribution except as provided in this Agreement.

4.2  Additional Contributions. The Members shall make such additional Capital
Contributions as shall from time to time be deemed necessary by agreement of the Members
holding a Super Majority Interest. In the event any Member (a "Delinquent Member") fails to
make a required Capital Contribution, the Chief Manager shall give the Delinquent Member
written notice of such failure. If the Delinquent Member fails to make the required Capital
Contribution within thirty (30) days of the giving of notice, the other Members may take such
action as they deem appropriate, including but not limited to enforcing the obligation to make the
Capital Contribution in a court of competent jurisdiction, or making the Capital Contribution of
the Delinquent Member in proportion to such Members' respective Membership Interests. The
Contributing Members shall be entitled to treat the amounts so contributed pursuant to this
Section 4.2 as a loan to the Delinquent Member bearing interest at the prime rate of interest,
secured by the Delinquent Member's interest in the Company. Until they are fully repaid, the
Contributing Members shall be entitled to all Distributions to which the Delinquent Member
would have been entitled. Notwithstanding the foregoing, no obligation to make an additional
Capital Contribution may be enforced by a creditor of the Company unless the Members
expressly consent to such enforcement or to the assignment of the obligation to such creditor.

4.3  Maintenance of Capital Accounts. The Company shall establish and maintain
Capital Accounts for each Member and Assignee. Each Member's and Assignee's Capital
Account shall be increased by (1) the amount of any money actually contributed by the Member
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or Assignee to the capital of the Company, (2) the fair market value of any property contributed,
as determined by the Company and the contributing Member or Assignee at arm's length at the
time of contribution (net of any liabilities assumed by the Company or subject to which the
Company takes such property within the meaning of Section 752 of the Code), and (3) the
Member's or Assignee's share of Net Profits and of any separately allocated items of income or
gain except adjustments required under Section 704(c) of the Code (including any gain and
income from unrealized income with respect to accounts receivable allocated to the Member or
Assignee to reflect the difference between the book value and tax basis of property contributed
by the Member or Assignee). Each Member's or Assignee's Capital Account shall be decreased
by (1) the amount of any money actually distributed to the Member or Assignee by the
Company, (2) the fair market value of any property distributed to the Member or Assignee by the
Company (net of liabilities of the Company assumed by the Member or Assignee or subject to
which the Member or Assignee takes such property within the meaning of Section 752 of the
Code), and (3) the Member's or Assignee's share of Net Losses and of any separately allocated
items of deduction or loss (including any loss or deduction allocated to the Member or Assignee
to reflect the difference between the book value and tax basis of property contributed by the
Member or Assignee).

4.4  Distribution of Property. If the Company at any time distributes any of its
property to any Member or Assignee, the Capital Account of each such Member or Assignee
shall be adjusted to account for the Member's or Assignee's allocable share (as determined under
Article V) of the Net Profits or Net Losses that would have been realized by the Company had it
sold the property that was distributed at its respective fair market value immediately prior to its
Distribution.

4.5  Sale or Exchange of Financial Rights. In the event of a sale or exchange of
some or all of a Member's or Assignee's Financial Rights, the Capital Account of the transferring
Member or Assignee shall become the Capital Account of the Assignee acquiring such Financial
Rights, to the extent it relates to the portion of the Financial Rights transferred.

4.6  Compliance with Code Section 704(b). The provisions of this Article IV as
they relate to the maintenance of Capital Accounts are intended, and shall be construed, and, if
necessary, modified to cause the allocations of profits, losses, income, gain and credit pursuant to
Article V to have substantial economic effect under the Regulations promulgated under Section
704(b) of the Code, in light of the Distributions made pursuant to Article VI and the Capital
Contributions made pursuant to this Article IV.

ARTICLE V
ALLOCATIONS

5.1  Allocations of Net Profits and Net Losses. Except as may be required by
Section 704(c) of the Code or this Agreement, Net Profits, Net Losses, and other items of
income, gain, loss, deduction and credit shall be apportioned among the Members in proportion
to their Financial Rights. Each Initial Member's Financial Rights are as set forth on Exhibit A.

52  Minimum Gain Chargeback. Notwithstanding the provisions of Section S.1,
and except as otherwise provided by Regulations Section 1.704-2(f), if there is a net decrease in
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partnership minimum gain, as defined by Regulations Section 1.704-2(b)(2) and 1.704-2(d),
during any Company taxable year, each Member shall be specially allocated items of Company
income and gain for such year (and, if necessary, subsequent years) in an amount equal to such
Member's share of the net decrease in partnership minimum gain, determined in accordance with
Regulations Section 1.704-2(g)(2). Allocations pursuant to the previous sentence shall be made
in proportion to the respective amounts required to be allocated to each Member pursuant
thereto. The items to be so allocated shall be determined in accordance with Section
1.704-2(£)(6) of the Regulations. This is intended to comply with the minimum gain chargeback
requirement in Section 1.704-2(f) of the Regulations and shall be interpreted consistently
therewith.

5.3  Partner Minimum Gain Chargeback. Except as otherwise provided in Section
1.704-2(i)(4) of the Regulations, notwithstanding the provisions of Seection 5.1, if there is a net
decrease in partner non-recourse debt minimum gain, as defined in Regulations Section
1.704-2(1)(3), attributable to a partner non-recourse debt, as defined in Regulations Section
1.704-2(b)(4), during any Company taxable year, each Member who has a share of the partner
non-recourse debt minimum gain attributable to such partner non-recourse debt, determined in
accordance with Section 1.704-2(i)(5) of the Regulations, shall be specially allocated items of
Company income and gain for such taxable year, (and, if necessary, subsequent taxable years, in
an amount equal to such Partner's share of the net decrease in partner non-recourse debt
minimum gain attributable to such partner non-recourse debt determined in accordance with
Regulations Section 1.704-2(i)(4). Allocations pursuant to the previous sentence shall be made
in proportion to the respective amounts required to be allocated to each Member pursuant
thereto. The items be so allocated shall be determined in accordance with Sections 1.704-2(i)(4)
and 1.704-2(j)(2) of the Regulations. This Section is intended to comply with the minimum gain
chargeback requirement in Section 1.704-2(1)(4) of the Regulations and shall be interpreted
consistently therewith.

5.4  Non-Recourse Deductions. Notwithstanding the provisions of Section 5.1, any
partner non-recourse deductions, as defined in Sections 1.704-2(i)(1) and 1.704-2(i)(2) of the
Regulations, for any taxable year or other period shall be specially allocated to the Member who
bears the economic risk of loss with respect to the partner non-recourse debt, to which such
partner non-recourse deductions are attributable in accordance with Regulations Section
1.704-2(1)(1).

5.5  Qualified Income Offset. Notwithstanding the provisions of Section 5.1, if a
Member unexpectedly receives any adjustments, allocations or distributions described in
Regulations Section 1.704-1(b)(2)(ii)(d)(4), (5) or (6), or any other event given such Member a
Deficit Capital Account in excess of such Member's share of minimum gain, items of Company
income and gain shall be specially allocated to such Member in an amount and manner sufficient
to eliminate such excess deficit balance as quickly possible. Any special allocations of items of
income and gain pursuant to this Section shall be taken into account in computing subsequent
allocations of income and gain pursuant-to this Article so that the net amount of any items so
allocated and the income, gain and losses allocated to each Member pursuant to this Section, to
the extent possible, shall be equal to the net amount that would have been allocated to such
Member pursuant to the provisions of this Article if such unexpected adjustments, allocations, or
distributions had not occurred.
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5.6  Gross Income Allocation. In the event any Member has a Deficit Capital
Account at the end of any Company taxable year which is in excess of the sum of (a) the amount,
if any, such Member is obligated to restore and (b) the amount such Member is deemed to be
obligated to restore pursuant to the next to last two sentences of Sections 1.704-2(g)(1) and
1.704-2(1)(5) of the Regulations, each such Member shall be specially allocated items of
Company income and gain in the amount of such excess as quickly as possible, provided that an
allocation pursuant to this Section shall be made if any only to the extent that such Member
would have a Deficit Capital Account in excess of such sum after all other allocations provided
for in this Article have been tentatively made as if this Section and Section 5.4 hereof were not
in this Agreement.

5.7  Code Section 754 Adjustments. To the extent an adjustment to the adjusted tax
basis of any Company asset pursuant to Code Section 734(b) or Code Section 743(b) is required,
pursuant to Regulations Section 1.704-1(b)(2)(iv)(m), to be taken into account in determining
Capital Accounts, the amount of such adjustment to the Capital Accounts shall be treated as an
item of gain (if the adjustment increases the basis of the asset) or loss (if the adjustment
decreases such basis) and such gain or loss shall be specially allocated to the Members in a
manner consistent with the manner in which their Capital Accounts are required to be adjusted
pursuant to such Section of the Regulations.

ARTICLE VI
DISTRIBUTIONS

6.1  Net Cash Flow. Distributions of Net Cash Flow shall be made to the Members in
proportion to their Financial Rights at such times and in such amounts as shall be determined by
the Board of Governors from time to time. A Distribution may be in cash or property (which
need not be distributed proportionately) or partly in both.

6.2 Amounts Withheld. Any amounts withheld pursuant to the Code or any
provision of law of any other taxing jurisdiction with respect to any payment, Distribution or
allocation to any Member shall be treated as a Distribution to such Member pursuant to this
Article VI for all purposes under this Agreement.

ARTICLE VII
ACCOUNTING MATTERS; BOOKS AND RECORDS; TAXES

71 Books and Records. The Company shall keep, or cause to be kept, complete and
accurate books and records of account of its activities. The books and records of the Company
shall be kept at the principal executive office of the Company or at such other places, within or
without the State of Tennessee, as the Board of Governors shall from time to time direct. The
books and records kept by the Company shall include all of the records specified in Section
48-228-101(a) of the Act.

7.2 Right of Inspection. Any Member shall have the right to examine, at any
reasonable time or times for all purposes, the books and records of account, minutes and records
of Members and to make copies thereof. Such inspection may be made by any agent or attorney
of the Member. Upon the written request of any Member of the Company, the Company shall
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mail to such Member the Company's most recent financial statements, showing in reasonable
detail its assets and liabilities and the results of operations.

7.3 Reports. Within ninety (90) days after the end of each fiscal year of the
Company, the Company shall provide to each Member a copy of the balance sheet of the
Company as of the last day of such fiscal year, a statement of the Company's cash flow for such
fiscal year, a statement of income or loss for the Company for such fiscal year, and a statement
of each Member's Capital Account and changes in such account for all Members for such fiscal
year.

74  Tax Returns. The Company shall provide to each Member a copy of each
income tax return filed by the Company, together with any schedules or other information which
each Member may require in connection with such Member's individual income tax returns.

7.5  Tax Matters Member. The Members designate the Chief Manager to act as Tax
Matters Member of the Company pursuant to Section 6231(a)(7) of the Code. The Chief
Manager shall take such action as may be necessary to cause each other Member to become a
notice member within the meaning of Section 6223 of the Code. The Chief Manager may not
take any action contemplated by Sections 6222 through 6232 of the Code without the approval of
the Board of Governors.

7.6 Elections. The Board of Governors may make any tax elections for the
Company allowed under the Code or the tax laws of any state or other jurisdiction having taxing
jurisdiction of the Company.

7.7 Taxes of Taxing Jurisdictions. To the extent that the laws of any taxing
jurisdiction so require, each Member will submit an agreement indicating that the Member will
make timely income tax payments to such taxing jurisdiction and that the Member acknowledges
personal jurisdiction of the taxing jurisdiction with regard to the collection of income taxes
attributable to the Member's income, and interest and penalties assessed on such income. If the
Member fails to provide such agreement, the Company may withhold and pay over to such
taxing jurisdiction the amount of tax, penalties and interest determined to be owed under the laws
of the taxing jurisdiction with respect to such income. Any such payments with respect to the
income of a Member shall be treated as a Distribution pursuant to Seetion 6.2. The Members
may, where permitted by the rules of any taxing jurisdiction, file a composite, combined or
aggregate tax return reflecting the income of the Company and pay the tax, interest and penalties
of some or all of the Members on such income to the taxing jurisdiction, in which case the
Company shall inform the Members of the amount of such tax, penalties and interest so paid.

7.8  Fiscal Year. The fiscal year of the Company shall begin on the first day of
January and end on the last day of December each year, unless otherwise determined by the
Board of Governors.

7.9 Deposits. All funds of the Company shall be deposited from time to time to the
credit of the Company in such banks, trust companies or other depositories as the Board of
Governors may select.
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7.10  Checks, Drafts. All checks, drafts or other orders for the payment of money, and
all notes or other evidences of indebtedness issued in the name of the Company may be signed
by the Chief Manager, or by such other officers or employees of the Company as the Board of
Governors may designate.

ARTICLE VIII
ACTIONS BY MEMBERS

8.1 Member Voting. Each Member's voting power shall be expressed as a
percentage of the total Membership Interests held by all Members. Each Member's Membership
Interest, which represents each Member's voting power on each matter voted on by the Members,
is set forth on Exhibit A. Only Members shall be entitled to vote.

8.2  Annual Meeting. An annual meeting of the Members shall be held each year for
the purpose of election of managers and transacting such other business as may properly come
before the meeting. The meeting shall be held at such place in or out of the State of Tennessee
as the Board of Governors may designate.

8.3  Special Meetings. Special meetings of the Members may be called by any
Governor or Manager. A special meeting of the Members may also be called by the Members
holding not less than twenty percent (20%) of the total Membership Interests of the Company.

8.4  Place of Meetings. Member meetings shall be held at the principal executive
office of the Company or at any other place, within or without the State of Tennessee, as the
Board of Governors may from time to time designate.

85  Notice Requirements. Written or printed notice stating the place, day and hour
of the meeting and, in the case of a special meeting, the purpose or purposes for which the
meeting is called and the Person or Persons calling the meeting, shall be delivered either
personally or by mail by or at the direction of the Chief Manager, the Secretary or the Person or
Persons calling the meeting, to each Member entitled to vote at the meeting, to any other
Member who will be entitled to dissent from an action on which Members are to vote at the
meeting and to such other Persons entitled to notice under the Act. If mailed, such notice shall
be delivered not less than ten (10) days nor more than two (2) months before the date of the
meeting and shall be deemed to be delivered when deposited in the United States mail addressed
to the Member at his address as it appears on the Membership records of the Company, with
postage thereon prepaid. If delivered personally, such notice shall be delivered not less than ten
(10) days, nor more than two (2) months before the date of the meeting and shall be deemed
delivered when actually received by the Member.

8.6 Waiver of Notice. A Member may waive any notice required by the Articles,
this Agreement or the Act. A waiver of notice by a Member entitled thereto is effective, whether
given before or after the meeting or other balloting, if the notice is in writing. If a written waiver
is given, the Secretary shall place such written waiver in the records of the Company. A
Member's attendance at a meeting is a waiver of notice of that meeting, unless the Member
objects at the beginning of the meeting (or promptly upon his arrival) to the transaction of
business because the meeting is not lawfully called or convened, or objects before a vote on an
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item of business because the item may not lawfully be considered at that meeting and does not
participate in the consideration of the item at that meeting. The Secretary shall note the
objection in the minutes of the meeting.

8.7  Quorum. The Members holding a Majority Interest, or more, of the Membership
Interests, either present in person or represented by duly executed proxy, shall constitute a
quorum at all meetings of the Members. Voting power held by any interested party may be
counted in determining whether a quorum is present at a meeting of Members which ratifies or
approves a transaction of the Company. When a quorum is once present to organize a meeting, it
is not broken by the subsequent withdrawal of any of those present. A meeting may be
adjourned despite the absence of a quorum.

8.8  Proxies. At all meetings of Members, a Member may vote by proxy executed in
writing by the Member or by his duly authorized attorney-in-fact. Such proxy shall be filed with
the Chief Manager of the Company before or at the time of the meeting. No proxy shall be valid
after three months from date of execution, unless otherwise provided in the proxy.

89  Voting. Whenever any Company action is to be taken by vote of the Members, it
shall be taken if authorized by a vote of the Members representing a Majority Interest of the
Membership Interests, except as otherwise provided by the Act, the Articles or this Agreement.

8.10 Action by Consent. The Members may take any action by written consent in lieu
of a meeting if:

(a) A written waiver of acting at a meeting is signed by Members holding a
Majority Interest or, as the case may be, such greater percentage of voting
power as is required to take the particular action; and

(b) A written consent is signed by Members who own Membership Interests
with voting power equal to the voting power that would be required to
take the same action at a meeting of the Members at which all Members
are present.

Action taken under this Section is effective when all Members required by
Section 8.10(b) have signed the written consent, unless the written consent specifies a different
effective date. The record date for determining Members entitled to vote or take action without a
special meeting pursuant to this Section shall be the date the first Member signs a written
consent. If an action by the Members is taken without a special meeting as provided in this
Section, notice to the Members shall be considered waived.

8.11 Meeting by Any Form of Communication. At the discretion of the Board of
Governors, any and all Members may participate in an annual or special meeting by the use of
any means of communication by which all Members participating may simultaneously hear each
other during the meeting, to the extent any such Members are entitled to attend such meeting, A
Member participating in a meeting by this means is deemed to be present in person at the
meeting.
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8.12 Procedure. The Chairman of the Board of the Company shall preside at all
meetings of the Members. The Members may adopt their own rules of procedure for meetings
consistent with this Agreement and the Act.

8.13 Presumption of Assent. A Member who is present at a meeting of the Members
at which action on any matter is taken shall be presumed to have assented to the action taken,
unless his dissent shall be entered in the minutes of the meeting or unless he shall file his written
dissent to such action with the Secretary before the adjournment of the meeting or shall forward
such dissent by certified mail to the Secretary immediately after the adjournment of the meeting.
Such right to dissent shall not apply to a Member who voted in favor of such action.

8.14 Records of Member Actions. The Company shall maintain records of all actions
taken by the Members pursuant to this Agreement, including minutes of all meetings of
Members, copies of all actions taken by written consent of the Members, and copies of all
proxies pursuant to which one Member votes or executes a written consent on behalf of another.

ARTICLE IX
BOARD OF GOVERNORS

9.1  Number and Tenure. The number of Governors, consisting of the Board, shall
be six (6). Each Governor shall be elected for a term of three (3) years. Each Governor shall
hold office until the expiration of the term for which he or she is elected and thereafter until his
or her successor is duly elected and qualified. The Governor(s) shall be chosen by a vote of the
Members at their annual meeting or at any meeting held in place thereof as provided in the Act.
The number of Governors may be changed by vote of the Members holding a Majority Interest,
but shall not be less than three (3) or more than ten (10). The Governors may, but shall not be
required to, elect a Governor to be Chairman of the Board of Governors, who shall preside at all
meetings of Governors and Members, and shall discharge such other duties and responsibilities
as shall be imposed upon him by the Governors or the Members.

9.2  Regular Meetings of the Board of Governors. Immediately after the annual
election of Governors by the Members, the Governors may meet at the same place for the
purpose of organization, the election of managers and the transaction of other business; if a
quorum of the Governors be then present no prior notice of such meeting shall be required.
Other regular meetings of the Board shall be held at such times and places as the Board by
resolution may determine and specify, and if so determined no notice thercof need be given,
provided that unless all the Governors are present at the meeting at which said resolution is
passed, the first meeting held pursuant to said resolution shall not be held for at least five (5)
days following the date on which the resolution is passed.

9.3  Special Meetings. Special meetings of the Board of Governors may be held at
any time or place whenever called by the Chief Manager, by written request of at least two (2)
Governors, notice thereof being given to each Governor by the Secretary or other Person calling
the meeting. Notwithstanding the foregoing, meetings of the Board of Governors may be held at
any time without formal notice provided all of the Governors are present or those not present
shall at any time waive or have waived notice thereof.
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9.4  Notice. Except as otherwise specifically provided herein, notice of any special
meetings shall be given at least two (2) days previous thereto by written notice delivered
personally or by facsimile. If mailed, such notice shall be mailed to each Governor at his
business address no less than five (5) days previously thereto, and shall be deemed to be
delivered when deposited in the United States mail so addressed, with postage thereon prepaid.
If notice is given by facsimile, such notice shall be deemed delivered when sent.

9.5  Meetings by any Form of Communication. The Board of Governors shall have
the power to permit any and all Governors to participate in a regular or special meeting by, or
conduct the meeting through the use of any means of communication by which all Governors
participating may simultaneously hear each other during the meeting. A Governor participating
in a meeting by this means is deemed to be present in person at the meeting.

9.6 Quorum. Four (4) members of the Board of Governors shall constitute a quorum
for the transaction of business, but a lesser number may adjourn any meeting and the meeting
may be held as adjourned without further notice. When a quorum is present at any meeting, a
majority vote of those present shall decide any question brought before such meeting, except as
otherwise provided by the Act or by this Agreement. The fact that a Governor has an interest in
a matter to be voted on at the meeting shall not prevent the Governor from being counted for
purposes of determining a quorum.

9.7  Vacancies. Any vacancy occurring on the Board of Governors, including
vacancies by virtue of removal with or without cause, resignation, or an increase in the number
of Govemors, may be filled by the vote of a majority of the Governors then serving as
Governors. If the Governor who is removed is a member of a group practice, the Member
elected to replace the Governor shall be a member or shareholder of the same group practice.

98  Compensation. The Governors shall be paid their actual and reasonable
expenses, if any, of attendance at each meeting of the Board of Governors. The Governors may
be paid a salary or other compensation as a Governor, as determined by the Members from time
to time. This provision shall not preclude any Governor from serving the Company as a
Manager and receiving compensation therefor.

99  Removal. Any Governor may be removed without cause by a vote of the
Members holding a Majority Interest, not including the Membership Interest of the Member
sought to be removed as a Governor. A Governor may also be removed for cause by a vote of
the Members representing a Majority Interest, not counting the Membership Interest of the
Member sought to be removed as a Governor. Cause shall be defined as conviction of a felony
or any other crime relating to the practice of medicine, declaration of unsound mind by court
order, adjudication of bankruptcy, nonacceptance of office or conduct prejudicial to the interest
of the Company, as determined by the Board of Governors. A Governor may be removed by the
Members only at a meeting called for the purpose of removing a Governor and the meeting
notice must state that the purpose, or one of the purposes, of the meeting is the removal of a
Governor or Governors.

9.10 Committees. The majority of the Board of Governors may appoint an executive
committee or such other committees as it may deem advisable, composed of one (1) or more
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Governors, and may delegate authority to such committees as is not inconsistent with the Act.
The members of such committee shall serve at the pleasure of the Board of Governors. The
Board of Governors shall also have the authority to appoint an Administrative Committee to
make recommendations to the Board of Governors or the Members concerning the development
of the Facility, but the Administrative Committee shall have no independent authority to take
action.

9.11 Informal Action by Governors. Any action required to be taken at a meeting of
the Board of Governors, or any other action which may be taken at a meeting of the Board of
Governors, may be taken without a meeting if all Governors consent to taking such action
without a meeting. If all Governors consent to taking such action without a meeting, the
affirmative vote of the majority of the entire Board of Governors is the act of the Board. The
action must be evidenced by one or more written consents describing the action taken, signed by
each Govemor, indicating each signing Governor's vote or abstention on the action, and shall be
filed with the Company records reflecting the action taken. Notwithstanding the foregoing, the
Governors may take action by written consent without the consent of all Governors to the taking
of such action without a meeting if the action is approved by the affirmative vote of at least
two-thirds (2/3) of the Governors, in which case signed written consents evidencing such
approval shall be filed with the Company records reflecting the action so taken.

ARTICLE X
MANAGERS

10.1 Number. The Managers of the Company shall be a Chief Manager and a
Secretary, each of whom shall be elected by the Board of Governors. The Board of Governors
shall also elect a Chairman of the Board of Governors, and may elect a Treasurer and such other
Managers as the Board may deem necessary. Any two (2) or more offices may be held by the
same Person, except the offices of Chief Manager and Secretary. The Managers may be
Members and shall be residents of the State of Tennessee.

10.2 Term of Office. Each Manager shall hold office until a successor shall have been
duly elected and qualified or until his or her death or until he or she shall resign or shall have
been removed in the manner hereinafter provided.

10.3 Removal and Resignation. A Manager serves at the pleasure of the Board of
Governors, and the Board of Govermnors may remove a Manager at any time. The Board of
Governors may also eliminate any manager position other than Chief Manager or Secretary at
any time. The removal of a Manager is without prejudice to the contractual rights of the
Manager, if any. Any Manager may resign at any time and for any reason. In the event of a
vacancy in any office because of death, resignation or removal, the Board of Governors shall
elect a successor to such office.

10.4 Chairman of the Board of Governors. The Chairman of the Board of
Governors shall preside at all meetings of the Board of Governors and the Members and shall
exercise and perform such other powers and duties as may be assigned to him or her by the
Board of Governors from time to time.

413666.1 18




10.5 Chief Manager. The Chief Manager shall be the principal executive officer of
the Company and shall supervise and control all of the business and affairs of the Company. The
Chief Manager shall see that all orders and resolutions of the Board of Governors are
implemented. The Chief Manager shall sign and deliver in the name of the Company any deeds,
mortgages, bonds, contracts or other instruments pertaining to the business of the Company,
except in cases in which the authority to sign and deliver is required by law to be exercised by
another Person or is expressly delegated to another person by the Articles, this Agreement or the
Board of Governors of the Company. The Chief Manager shall perform any other duties
prescribed by the Board of Governors. In the event that the Company has a vacancy in the office
of Secretary, any notices, documents or other matters that otherwise are required to go to the
Secretary shall be delivered to the Chief Manager.

10.6 Secretary. The Secretary shall keep accurate membership records for the
Company and maintain records of and, whenever necessary, certify all proceedings of the Board
of Governors or the Members of the Company. The Secretary shall also receive notices required
to be sent to the Secretary and to keep a record of such notices in the records of the Company
and shall perform such other duties as are prescribed by the Board of Governors or by the Chief
Manager. The Secretary is an agent of the Company and may legally bind the Company.

10.7 Treasurer. The Treasurer (if elected) shall be the chief financial officer of the
Company and shall prepare and maintain accurate financial statements and records of the
Company. The Treasurer shall be authorized to maintain the Company's banking accounts,
administer accounts payable and receivable, maintain records of Member Capital Contributions,
administer payroll, supervise preparation of federal, state and local income tax returns, and
perform such other duties as are prescribed by the Board of Governors or by the Chief Manager.
The Treasurer is an agent of the Company and may legally bind the Company.

10.8 Delegation. A Manager may delegate some or all of the duties and powers of his
office to other Persons. A Manager who delegates the duties or powers of an office remains
subject to the standard of conduct as a Manager with respect to the discharge of all duties and
powers so delegated.

10.9 Compensation. The Managers shall be paid their actual and reasonable expenses
for serving as a Manager. The Managers shall receive such salary or other compensation for
serving as a Manager as the Board of Governors shall determine.

ARTICLE XI
INDEMNIFICATION; CONFLICTS OF INTEREST

11.1 Indemnification. The Company shall indemnify its Governors and Managers to
the fullest extent permitted by the Act. Claims for indemnification shall be presented and
approved in the manner provided by the Act.

11.2 Conflicts of Interest.

(a) No Member, Manager or Governor shall be entitled to enter into
transactions that may be considered to be competitive with, or a business
opportunity that may be beneficial to, the Company, it being expressly
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understood that some of the Members, Managers and Govemors may enter
into transactions that are similar to the transactions into which the
Company may enter but which are not competitive with the Company or
constitute a Company opportunity. Nothing contained in this Section 11.2
shall be construed to limit any Member's private practice of
ophthalmology, which shall not be considered competitive with the
Company, except that no Member shall be permitted to hold any type of
investment interest in any Ambulatory Surgery Center other than the
Facility.

(b)  No Member, Manager or Governor violates a duty or obligation to the
Company merely because the conduct furthers his or her own interest.
Any Member, Manager or Governor may lend money to and transact other
business with the Company. The rights and obligations of a Member,
Manager or Governor who lends money to or transacts business with the
Company are the same as those of a Person who is not a Member,
Manager or Governor, subject to other applicable law. No transaction
with the Company shall be voidable solely because a Member, Manager or
Governor has a direct or indirect interest in the transaction if the
transaction is fair to the Company and the disinterested Governors,
knowing the material facts of the transaction and the Member's, Manager's
or Governor's interest therein, authorize, approve, or ratify the transaction.

ARTICLE XII
RIGHTS, DUTIES AND OBLIGATIONS OF MEMBERS

12.1 Members Not Agents of Company. No Member, solely by virtue of his
Membership Interest in this Company, is an agent of the Company and no Member shall have
authority to bind the Company by his or her acts, unless the Board of Governors has granted such
Member specific, written authority to act for the Company in a particular matter.

12.2 Members Have No Exclusive Duty to Company. Neither the Company nor any
Member shall have any right, by virtue of this Operating Agreement, to share or participate in
such other investments or activities of any other Member or to the income or proceeds derived
therefrom. No Member shall incur any liability to the Company or to any of the other Members
as a result of engaging in any other business or venture, so long as such other business or venture
meets the requirements of Section 11.2.

12.3 Liability of Members to Third Parties. Unless otherwise provided by the Act,
no Member shall be liable under any judgment, decree, or order of a court, or in any other
manner, for any debt, obligation or liability of the Company, whether arising in contract, tort or
otherwise, or for the acts or omissions of any Member, Governor, Manager, agent or employee
of the Company.

12.4 Liability of Members to the Company. A Member, who receives a Distribution
made by the Company when the assets of the Company are not sufficient to pay all liabilities of
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the Company except liabilities to Members on account of their Capital Contributions, is liable to
the Company for a period of two (2) years after such Distribution for the amount thereof.

12.5 Approval of Sale or Disposition of Company Assets. The Members shall have
the right, by the affirmative vote or action of the Members holding a Super Majority Interest, to
approve the sale or exchange of all, or substantially all, of the Company's assets (other than in
the ordinary course of the Company's business) which is to occur as part of a single transaction
or plan. If the Facility operated by the Company is sold at a price that includes goodwill, any
Initial Member who sold his Membership Interest to the Company within the two (2) years prior
to the closing date for the sale of the Facility shall be entitled to a share of the goodwill value. If
the closing date of such sale occurs within twelve (12) months of the sale of an Initial Member's
Membership Interest, such Member shall receive one hundred percent (100%) of the goodwill
value he or she would have otherwise received if he or she were still a Member on the closing
date of the sale. If the closing date of such sale occurs more than twelve (12) months but less
than twenty-four (24) months of the sale of an Initial Member's Membership Interest, such
Member shall receive fifty percent (50%) of the goodwill value he or she would have otherwise
received if he or she were still a Member on the closing date of the sale.

12.6 Approval of Bankruptcy Filing. The Company may file for bankruptcy
protection under applicable law only after such action has been approved by a written instrument
adopted by the Members holding a Super Majority Interest.

12.7  Approval of Merger or Consolidation. The Members shall have the right, by
the affirmative vote or action of Members holding a Super Majority Interest, to approve the
merger or consolidation of the Company with or into any other Entity.

12.8 Preemptive Rights. Members shall not have preemptive rights.

ARTICLE XIII
TRANSFER OF MEMBERSHIP INTERESTS

13.1 Limitations. An Assignee of Financial Rights under this Article XIII shall have
only those rights of an Assignee as described more fully in Section 14.1 hereof and shall have no
right to become a Member of the Company or to exercise the assignor's Governance Rights
unless such Assignee is admitted as a Substitute Member in accordance with Section 14.2. The
Members do not want any Membership Interest, or any portion thereof, to be made generally
available to persons other than the present Members. Therefore, in addition to restrictions
provided under applicable state law, the Members agree that no Member will Encumber,
Transfer or permit to be Encumbered or Transferred, all or any portion of his or her Membership
Interest, including any Financial Rights, whether now or hereafter acquired, except in accordance
with the terms of this Agreement. Any attempted Encumbrance or Transfer of any Membership
Interest, Governance Rights, or Financial Rights not in accordance with the terms of this
Agreement shall be void and not reflected on the Company's books and records.

13.2 Encumbrance; Transfer. No Member may Encumber any or all of his or her
Membership Interest in connection with any debt without the approval of the Board of
Governors. No Member may Transfer any or all of his or her Financial Rights or Governance
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Rights to any Person, other than the Company, under any circumstance. Any attempted transfer
to anyone other than the Company shall be void, and shall not be recorded on the books and
records of the Company.

13.3 Voluntary Lifetime Transfers. No Member may make a Voluntary Lifetime
Transfer of Financial Rights, Governance Rights or Membership Interests. Any Member who
desires to transfer his or her Membership Interest, Financial Rights or Governance Rights must
offer to sell his or her Membership Interest to the Company at the Agreed Price and on the
Agreed Terms, and the Company must purchase the Membership Interest at the Agreed Price and
on the Agreed Terms.

13.4 Involuntary Lifetime Transfer. Any Member who has any information that
would reasonably lead him or her to expect that an Involuntary Lifetime Transfer is foreseeable
must promptly send a notice to the Company and shall be deemed to have offered to sell his or
her Membership Interest otherwise to be Transferred to the Company at the Agreed Price and on
the Agreed Terms, and the Company must purchase the Membership Interest at the Agreed Price
and the Agreed Terms. Such notice shall include a description of the proposed Transfer, the
name, address (both home and office), and business or occupation of the expected transferee, and
any other facts that are, or would reasonably be deemed to be, material to the involuntary
Transfer.

13.5 Death of a Member. Upon the death of any Member, his or her Personal
Representative will immediately be deemed to have offered to sell first to the Company and then
to the remaining Members all of the deceased Member's Financial Rights at the Agreement Price
and on the Agreement Terms, and the Company may accept within thirty (30) days of such
deemed offer and agree to buy of such Offered Financial Rights, provided that if the Company
fails to accept such Offered Financial Rights within the allowed time frame or chooses not to
accept such Financial Rights then each other Member may accept within thirty (30) days of such
deemed offer and agree to buy of such Offered Financial Rights in proportion to their Financial
Rights (excluding the Offered Financial Rights). If neither the Company nor the Members
acquire the deceased Member's Financial Rights, then the deceased Member's Financial Rights
shall pass pursuant to the terms of the deceased Member's Will, or if the deceased Member is
intestate, then to the deceased Member's estate.

13.6 Withdrawal of a Member. No Member may withdraw from the Company
without the written consent of the Board of Governors except upon death, retirement from
medical practice or relocation of any such Member's medical practice outside of the
Geographical Area, in which case such Member (the "Withdrawing Member") shall be deemed
to have offered to transfer his or her Membership Interest to the Company at the Agreed Price
and upon the Agreed Terms. In the event the withdrawal of a Member is permitted by the
written consent of the Board of Governors, the Withdrawing Member will immediately be
deemed to have offered to sell to the Company all of the Withdrawing Member's Membership
Interest at the Agreed Price and on the Agreed Terms, and the Company shall be required to
purchase the Withdrawing Member's Membership Interest at the Agreed Price and on the Agreed
Terms. Any Member who fails to continuously meet the qualifications Membership set forth in
Section 3.3 shall be deemed to be a Withdrawing Member, and such Withdrawing Member shall
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sell his or her Membership Interest to the Company at the Agreed Price and on the Agreed
Terms.

13.7 Breach of this Agreement. In the event any Member materially breaches the
terms of this Agreement, such Member will be given written notice of such breach and thirty
(30) days to cure the breach. If the breach is not cured within such thirty (30) day period, the
breaching Member shall be deemed to have offered to sell his or her Membership Interest to the
Company at the Agreed Price and on the Agreed Terms, and the Company shall purchase the
breaching Member's Membership Interest at the Agreed Price and on the Agreed Terms. Any
Member whose Membership Interest is purchased due to material breach by the Member shall
not be entitled to any share of goodwill value upon sale of the Company that such Member
would otherwise be entitled under Section 12.5.

13.8 Retirement or Relocation. In the event a Member retires from the practice of
medicine or relocates his or her medical practice outside of the Geographical Area or, in the case
of a Member who is an administrator of an ophthalmology group practice, ceases to serve as the
administrator of such ophthalmology group practice all of whose shareholder or members are
Members of the Company, such Member shall be deemed to have offered to sell all of his or her
Membership Interest to the Company at the Agreed Price and on the Agreed Terms, and the
Company shall be required to purchase such Member's Membership Interest at the Agreed Price
and on the Agreed Terms.

13.9 Mandatory Purchase of Membership Interests. In addition to death
(Section 13.5), permitted withdrawal (Section 13.6), material breach of this Agreement
(Section 13.7), retirement or relocation (Section 13.8), any Member whose employment (in the
case of a professional corporation) or membership (in the case of a professional limited liability
company) is terminated for cause with such Member's current ophthalmology group practice,
such Member shall be deemed to have offered to sell his or her Membership Interest to the
Company at the Agreed Price and on the Agreed Terms, and the Company shall purchase such
Membership Interest at the Agreed Price and on the Agreed Terms. Whether the Member's
termination of employment or membership in a group practice is "for cause" shall be determined
under such Member's employment agreement (in the case of a professional corporation) or
operating agreement (in the case of a professional limited liability company), and each Member
authorizes his or her group practice to provide written notice of the reason for termination to the
Company upon request. In addition, any Member whose Membership Interest is purchased by
the Company pursuant to this Section 13.9 shall not be eligible to share in any goodwill value
upon sale of the Company that such Member would otherwise be entitled under Section 12.5.

13.10 Agreed Price. The Agreed Price shall be an amount equal to the Member's
Capital Account adjusted for the income or loss as of the end of the month preceding the notice
of withdrawal or date of death and adjusted for the current fair market value of the Facility,
including improvements thereon, and the fair market value of any medical equipment located
within the Facility. Fair market value for the Facility and any medical equipment located therein
will be determined by the average of two (2) appraisals, with one (1) appraiser selected by the
Company and one (1) appraiser selected by the Member whose Membership Interest is being
sold. Each appraiser shall be required to be licensed by the State of Tennessee and certified by
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the MAIL. Any other tangible assets of the Company will be valued at book value as reflected on
the books and records of the Company.

13.11 Agreed Terms. Unless the parties agree otherwise, the Agreed Price shall be
paid in cash within sixty (60) days of the end of the month following receipt of the appraisals
referenced in Section 13.10. If more than one (1) Member sells his Membership Interest during
a single fiscal year, the Company shall have the option to pay the Agreed Price over an extended
period of time, not to exceed five (5) years, at an interest rate equal to the prime rate of interest
(as published in the Wall Street Journal on the date of closing of the sale of any Membership
Interest).

13.12 Power of Attorney. Each Member appoints the Company as his or her agent and
attorney-in-fact to execute and deliver all documents needed to convey his or her Membership
Interest or any portion thereof, if such selling Member is not present at the closing. This power
of attorney is coupled with an interest, does not terminate on the Member's disability or death,
and continues for as long as this Agreement is in effect.

13.13 Right to Repurchase Residual Rights. Upon or contemporaneously with any
Transfer of a Member's Financial Rights, which does not at the same time transfer the balance of
the rights associated with the Financial Rights transferred by the transferring Member,
(including, without limitation, Units and Governance Rights), the Company shall purchase from
the transferring Member and the transferring Member shall sell to the Company for a purchase
price of ten dollars ($10.00) all remaining rights and interests retained by the transferring
Member which immediately prior to such Transfer were associated with the transferred Financial
Rights.

13.14 Resale of Membership Interest By the Company. In the event the Company
resells a Membership Interest purchased by the company to a Substitute Member or New
Member, the Agreed Price for such Membership Interest shall be the price paid by the Company,
unless, in the discretion of the Board of Governors, sufficient time has elapsed since the
appraisals of the Facility to require that new appraisals be obtained, in which case the Agreed
Price shall be adjusted in accordance with the new appraisals.

ARTICLE XIV
ADMISSION OF ASSIGNEES AND ADDITIONAL MEMBERS

14.1 Rights of Assignees. Notwithstanding anything to the contrary contained in this
Agreement, the only rights which an Assignee of a Member shall have are those rights associated
with the Financial Rights received and such Assignee shall not possess any Governance Rights
or right to become a Member; provided, however, that in the event an Assignee is an existing
Member of the Company, such Assignee may receive all Governance Rights and Financial
Rights incident to a transferred Membership Interest. If an Assignee is an existing Member, such
Assignee shall not receive Governance Rights in the event only Financial Rights were
transferred. An Assignee is only entitled to receive the Distributions and return of capital, and to
be allocated the Net Profits and Net Losses attributable to transferred Financial Rights.
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14.2 Admission of Substitute Members. An Assignee of Financial Rights shall be
admitted as a Substitute Member and entitled to all the rights (including Governance Rights and
Units) of the Member who initially assigned the Financial Rights only with the written approval
of the Board of Governors, which may grant or withhold the approval of such admission in their
sole and absolute discretion. Such Substitute Member shall be required to meet the
qualifications for membership set forth in Seetion 3.3. If so admitted, the Substitute Member
shall have all the rights and powers and is subject to all the restrictions and liabilities of the
former Member. The admission of a Substitute Member, without more, shall not release the
Member originally assigning the Financial Rights from any liability to the Company that may
have existed prior to the approval of the Substitute Member.

143  Admission of Additional Members. Any Person who meets the eligibility
requirements set forth in Section 3.3 and this Section shall be eligible to purchase Units and
become a Member of the Company upon approval by the Board of Governors. A physician who
becomes a member or shareholder of University Eye Surgeons, P.C., Baptist Eye Surgeons,
PLLC, Southeastern Retina Associates, P.C. or Gary N. Gitschlag, M.D. (the "Practices") or who
has been employed by such Practice for at least two (2) years shall be eligible to apply to the
Board of Governors to become a Member of the Company. If approved, such Member shall be
required to become a shareholder or member of such Practice within two (2) years thereafter. If
such Member fails to become a member or shareholder of such Practice within the additional two
(2) year period, such Member shall be required to sell his Membership Interest to the Company
at the Agreed Price and on the Agreed Terms. Any physician who becomes eligible to become a
Member by virtue of his or her affiliation with one of the Practices shall be eligible to purchase
three hundred (300) Units. Any other physician not affiliated with one of the Practices who
becomes eligible to become a Member shall be eligible to purchase two hundred and forty (240)
Units. No Additional Member shall be entitled to any retroactive allocation of income, gain,
loss, deduction or credit by the Company. The Board may at the time the Additional Member is
admitted, close the Company's books (as though the Company's taxable year had ended) or make
pro rata allocations of income, gain, loss, deduction or credit to the Additional Member for that
portion of the Company's taxable year in which the Member was admitted in accordance with the
provisions of Section 706(d) of the Code and the Regulations promulgated thereunder.
Membership Interests may be granted to Additional Members on January 1 or July 1 of the year
in which the physician becomes eligible to purchase a Membership Interest, depending on the
date which is closest to time to the event giving rise to such physician's eligibility to become a
Member. Upon admission of an Additional Member, this Agreement shall be amended in order
to reflect such additional Member's Membership Interest in the Company. Additional Members
shall be required to personally guarantee any debt incurred by the Company, to the same extent
as the other Members have personally guaranteed such debt incurred by the Company. Any
Additional Member must also meet the qualifications for membership set forth in Seetion 3.3.
The Capital Contribution for an Additional Member shall be based on the Agreed Price as
calculated under Section 13.10 and shall be determined by applying the Additional Member's
Membership Interest to the total value of the Company. The Additional Member's Capital
Contribution shall be paid in cash at closing.
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ARTICLE XV
DISSOLUTION AND WINDING UP

15.1 Dissolution. The Company shall be dissolved and its affairs wound up upon the
first to occur of the following events:

(a) The written consent of the Members holding a Super Majority Interest;

(b)  The merger of the Company with another corporation, limited liability
company or other entity in which the Company is not the successor entity
in such merger or the consolidation of the Company with one or more
limited liability companies, corporations or other entities;

(c) Upon the sale of all or substantially all of the assets of the Company and
the Distribution of the net proceeds therefrom; or

(d)  An event causing there to be less than two (2) Members of the Company.

15.2 Dissolution Events Limited. Events causing the dissolution of the Company
shall be limited to those specified in Section 15.1. None of the events listed in Section
48-245-101(a)(5) of the Act shall constitute dissolution events of the Company.

15.3 Effect of Dissolution. Upon dissolution, the Company shall cease carrying on, as
distinguished from the winding up of, the Company business, but the Company is not terminated,
but continues until the winding up of the affairs of the Company is completed and a certificate of
dissolution with respect to the Company, or the equivalent thereof, has been issued by the
Secretary of State,

15.4 Distribution of Assets on Liquidation. Upon the winding up of the Company,
the Company shall be liquidated and the Company property shall be distributed as follows:

(a) To creditors, excluding Members who are creditors, to the extent
permitted by law, in satisfaction of the liabilities of the Company;

(b) To Members who are creditors, to the extent permitted by law, in
satisfaction of the liabilities of the Company;

©) To Members in accordance with positive Capital Account balances taking
into account all Capital Account adjustments for the Company's taxable
year in which the liquidation occurs. Liquidation proceeds shall be paid
within sixty (60) days of the end of the Company's taxable year or, if later,
within ninety (90) days after the date of liquidation. Such Distribution
shall be in cash or property (which need not be distributed proportionally)
or partly in both, as determined by the Members.

15.5 Winding Up and Articles of Termination. The winding up of the Company
shall be completed when all debts, liabilities, and obligations of the Company have been paid
and discharged or reasonably adequate provision therefor has been made, and all of the
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remaining assets of the Company have been distributed to the Members. Upon the completion of
winding up of the Company, articles of termination shall be delivered to the Secretary of State.
The articles of termination shall set forth such information as is required by the Act.

15.6 Rights of Members. Except as otherwise provided herein, each Member shall
look solely to the assets of the Company for the return of his or her Capital Contributions, and
shall have no right or power to demand or receive property other than cash from the Company.
Except as otherwise provided herein, no Member shall have priority over any other Member as to
the return of his or her Capital Contributions or as to Distributions or allocations.

ARTICLE XVI
MISCELLANEOUS

16.1 Notices. Any notice required or permitted to be given pursuant to the provisions
of the Act, the Articles or this Agreement shall be in writing and shall be deemed to have been
given when (a) personally delivered, (b) deposited with United States Postal Service, registered
or certified, postage prepaid, or (c) sent by facsimile. In each case such notice shall be delivered
or addressed, if to the Company, to the principal executive office of the Company, and if to a
Member, to the address of such Member set forth on the signature page attached hereto, or to
such other address as the Member may from time to time specify by written notice to the
Company.

16.2  Waiver of Notice. Whenever any notice is required to be given pursuant to the
provisions of the Act, the Articles or this Agreement, a waiver thereof, in writing, signed by the
Persons entitled to such notice, whether before or after the time stated therein, shall be deemed
equivalent to the giving of such notice.

16.3 Binding Effect. This Agreement shall be binding upon, and inure to the benefit
of, each Member and his or her heirs, legatees, legal representatives, successors, transferees and
assigns.

16.4 Gender and Number. Whenever the context requires, the gender of all words
used herein shall include the masculine, feminine and neuter, and the number of all words shall
include the singular and plural thereof.

16.5 Headings. The headings of Articles and other headings contained in this
Agreement are for reference purposes only and shall not affect the meaning or interpretation.

16.6  Entire Agreement. This Agreement represents the entire agreement among all of
the Members and between the Members and the Company.

16.7 Governing Law

. This Agreement shall be governed by, and construed and enforced according to, the Act and
the other laws of the State of Tennessee. In the event of a conflict between any provision of this
Agreemerit and any non-mandatory provision of the Act, this Agreement shall control and take
precedence. Jurisdiction and venue for any action arising under this Agreement shall be the
Chancery Court for Knox County, Tennessee.
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16.8 Severability. Each provision of this Agreement is intended to be severable, and
the invalidity, illegality or unenforceability of any provision hereof for any reason shall not
affect or impair the operation or effect of those portions hereof not invalid, illegal or
unenforceable.

16.9 No Partnership for Nontax Purposes. The Members have formed the Company
as a limited liability company under the Act, and expressly do not intend hereby to form a
partnership under either the Tennessee Uniform Partnership Act or the Tennessee Revised
Uniform Limited Partnership Act. The Members do not intend to be partners as among
themselves or as to any third party. To the extent any Member, by word or action, represents to
another Person that any Member is a partner or that the Company is a partnership, the Member
making such wrongful representation shall be liable to any other Member who incurs personal
liability by reason thereof.

16.10 Compliance with Legal Requirements. The Members have entered into this
Agreement with the intention of conducting their relationship in compliance with all applicable
laws and regulations. The parties intend that the Company and the Members comply with the
requirements of the safe harbor for single specialty ambulatory surgical centers set forth at 42
CFR. §1001.952(r)(2). In the event that any term or condition of this Agreement or the
application thereof to any person or event shall, in the opinion of legal counsel for the Company,
violates or is potentially deemed to violate any laws, orders, rules or regulations currently
enforced by or hereafter promulgated by any federal, state, municipal or other governmental
authority or agency (including but not limited to (i) anti-kickback or Fraud and Abuse laws or
regulations related to Medicaid and Medicare patients, (ii) any programs and any legislation
passed with respect to patient referrals, and (iii) applicable state laws governing the practice of
medicine including fee-splitting prohibitions) (the "Health Care Laws") or in the event of any
change in the Health Care Laws that has a material effect on the obligations of the Company or
any of the Members, the parties agree to renegotiate in good faith to adjust the obligations and
undertakings hereunder and to cooperate with one another to the extent necessary to eliminate
any basis such governmental or regulatory body or agency may have for its challenge, using their
best efforts to preserve the rights and obligations of each party as nearly as possible, so that it
complies with such laws or regulations and minimizes the economic effect on both parties. In
the event the parties are unable to agree to such adjustments or are otherwise unable to comply
with the Health Care Laws, the Company may be dissolved as set forth in Article XV.

16.11 Rights of Creditors and Third Parties. This Agreement is entered into among
the Members for the exclusive benefit of the Company, its Members, and their successors and
assignees. This Agreement is expressly not intended for the benefit of any creditor of the
Company or any other person. Except and only to the extent provided by applicable statute, no
such creditor or third party shall have any rights under this Agreement or any agreement between
the Company and any Member with respect to any Capital Contribution or otherwise.

16.12 Counterparts. This Agreement may be executed in any number of counterparts
with the same effect as if all Members had signed the same instrument. All executed
counterparts shall constitute a single agreement.
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16.13 Further Action. Each Member agrees to perform such further acts and execute,
acknowledge and deliver any additional documents which may be reasonably necessary or
appropriate to carry out the provisions of this Agreement.

ARTICLE XVII
AMENDMENT

This Operating Agreement may be amended or modified from time to time only by a
written instrument adopted and executed by the Members representing a Super Majority Interest.
No Member shall have any vested rights in this Agreement which may not be modified through

an amendment to this Agreement.

[Signatures on following page.]
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__ EXHIBIT A

Memh‘g‘i'g: Membership Interests/ Units
Governance Rights/Financial Rights

Charles G. Ange, M.D. " 4.808 % 300
1928 Alcoa Hwy., Suite 324
Knoxville, TN 37920

L. Nichols Cook, M.D. 4.808 % 300
2020 Kay Street '
Knoxville, TN 37920

Paul D. Froula, M.D. 4808 % 300
1928 Alcoa Hwy., Suite 324
Knoxville, TN 37920

Gary N. Gitschlag, M.D. 4.808 % 300
2100 Clinch Avenue
Knoxville, TN 37916

Herbert J. Glatt, M.D. 4.808 % 300
1928 Alcoa Hwy., Suite 324
Knoxville, TN 37920

Joseph M. Googe, M.D. 4.808 % 300
1124 E. Weisgarber Road, Suite 207
Knoxville, TN 37909
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Meémbers

Robert E. Hall, M.D.
2020 Kay Street
Knoxville, TN 37920

David J. Harris, M.D.
1928 Alcoa Hwy., Suite 324
Knoxville, TN 37920

Albert K. Holmes, M.D.
2020 Kay Street
Knoxville, TN 37920

John C. Hoskins, M.D.
1124 E. Weisgarber Road, Suite 207
Knoxville, TN 37909

Mark Y. Ivens, M.D.
2020 Kay Street
Knoxville, TN 37920

James R. Kimble, M.D.
2020 Kay Street
Knoxville, TN 37920

D. Lee McDaniel, M.D.
1928 Alcoa Highway, Suite 324
Knoxville, Tennessee 37920
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Membership Interests/

Governance Rights/Financi

4.808 %

4.808 %

4.808 %

4.808 %

4.808 %

4.808 %

4.808 %

Rights

Units

300

300

300

300

300

300

300




| Members Membership Interests/ I_I}nits

ggvgmanc_e Rights/Financial Rights

Tod A. McMillan, M.D. 4.808 % 300
1124 E. Weisgarber Road, Suite ZOZ
Knoxville, TN, 37909 "

James H: Miller, Jr., M.D. .
1124 E, Weisgarber Road, Suite 207 4.808 % 300
Knoxville, TN 37909

J. Franklin Murchison, Jr., M.D. 4.808 % 300
2020 Kay Street
Knoxville, TN 37920

R. Gene Price, M.D. -3.839% 240
200 Fort Sanders West Boulevard
Knoxville, Tennessee 37922

Larry G. Rauen ' 1.603 % 100
1928 Alcoa Hwy., Suite 324
Knoxville, TN 37920

Keith A. Slater 1.603 % 100
2020 Kay Street
Knoxville, TN 37920

Darin S. Smith, M.D. 4.808 % 300
2020 Kay Street
Knoxville, TN 37920
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Members Mem hip Inte / Units
Governance Rights/Financial Rights

Jonathan W. Sowell, M.D. 4.808 %

1928 Alcoa Hwy., Suite 324 300
Knoxville, TN 37920 o

Steven L. Sterling, M.D. 4.808 % 300
2020 Kay Street

Knoxville, TN 37920

Alex Stockdale 1.603 100
1124 Weisgarber Road
Knoxville, TN 37909

193179.1




Members'.‘
Charles G. Ange, M.D'.
L. Nichols Cook, M.D.
Paul D. Froula, M.D.
Gary N. Gitschlag, M.D.
Herbert J. Glatt, M.D.
Joseph M. Googe, M.D.
Robert E. Hall, M.D.
David J. Harris, M.D.
Albert K. Holmes, M.D.
John C. Hoskins, M.D.
Mark Y. Ivens, M.D.
James R. Kimble, M.D.
D. Lee McDaniel, M.D.
Tod A. McMillan, M.D.
James H. Miller, M.D.

J. Franklin Murchison, Jr., M.D.

R. Gene Price, M.D.
Larry G. Rauen

Keith A, Slater

Darin S. Smith, M.D.
Jonathan W. Sowell, M.D.
Steven L. Sterling, M.D.
Alex M. Stockdale
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EXHIBITB

Capital Contributions

$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
- $10,000
$10,000
$10,000
$10,000

$10,000

! $10,000
$10,000
$10,000
$10,000
$10,000
$8,000
$3,334
$3,334
$10,000
$10,000
$10,000
$3,334

Date of Contribution

April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
April 21, 1997
December 1, 1997
January 1, 2000
April 21, 1997
April 21, 1997
January 1, 2000
September 15, 1997
September 15, 1997
January 1, 2000
April 21, 1997
April 21, 1997
September 15, 1997
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First Amendment to Second Amended and Restated
Operating Agreement of Knoxville Eye Surgery Center, LLC

This First Amendmept to Second Arnended and Restated Operating Agreement is made and
entered into this 7.{‘ day of (S , 2006 by and among Charles G. Ange, M.D.,

Marc A. Bodenhelmer, M.D., L. thol! Cook, M D., Paul D, Froula, M.D., Herbert J. Glatt,
M.D., Joseph M. Googe, M.D., Robert E. Hall, M.D., Dav1d J. Harris, M,D., Albert K. Holmes,
M.D., John C. Hoskins, M.D., Mark Y. Ivens, M.D., James R. Kimble, M.D., D. Lee McDaniel,
M.D., Tod A. McMillan, M.D., James H. Miller, MD J. Franklin Murchlson Jr., M.D., Bradley
L. Pearman; M.D., R. Gene Price, M.D., Stephen L Perkins, M.D., Darin S. Smlth M.D.,

Jonathan Sowell, M D., Steven L. Sterling, M.D., Larry G. Rauen, Keith A. Slater and Alex M.

Stockdale.

WITNESSETH:

WHEREAS, The Members have formed a limited liability company under the Act for the
purposes of conducting certain business activities described therein; and

WHEREAS, The Members desire to amend the Operating Agreement of the Company as set
forth herein; and

NOW, THEREFORE, and in consideration of the premises and the mutual promises contained
herein, the Members hereby adopt this First Amendment to the Second Amended and Restated

Operating Agreement (the “Agreement”):
L The following additional paragraphs are hereby added to the Agreement:

1.43 Surgical Procedures: "Surgical Procedure” shall mean cases performed in
an operating room setting.

3.3 Membership Oualifications. No Person shall be entitled to become a

Member of the Company unless such Person shall be a physician licensed to
practice medicine in the State of Tennessee who has completed approved training
in the specialty of ophthalmology or one of the recognized subspecialties of
ophthalmology, or is employed as the chief administrator of a professional
corporation or professional limited liability company engaged in the practice of
ophthalmology or one of the recognized subspecialties of ophthalmology. Each
Member who refers patients or performs surgical procedures at the Facility
certifies that his or her medical practice involves the performance of surgical
procedures (as defined at 42 C.F.R. §1001.952(h)) at a hospital or other health
care facility and that at least one-third (1/3) of such Member's medical practice
income comes from the performance of such surgical procedures. In addition, no
Person shall be entitled to become a Member of the Company or remain a
" Member of the Company if such Person holds any form of ownership or
investment interest in any Ambulatory Surgery Center in the Geographlc Area
other than the Company or the Facility. If any Member invests in such
Ambulatory Surgery Center, such Member shall be deemed to have offered his or
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her Membership Interest for sale to the Company, which shall purchase the
Membership Interest at the Agreed Price and on the Agreed Terms. Except for
the Initial Members, a physician shall obtain medical staff privileges at the
Facility and perform surgical procedures for a six (6) month period before being

- eligible to become a Member of the Company.

II

(@  Commencing each year Members shall be required to perform a
minimum of 75 Surgical Procedures in an operating room setting at the Facility or
another facility. ‘

(b)  Commencing July 2006, accounting shall be done semi-annually in
January and July and shall reflect the number of Surgical Procedures for the
previous 12 months (e.g., the July 2006 review would reflect the number of
Surgical Procedures between July 2005 and June 2006), Surgical Procedures done
at the Facility would provide initial numbers. If the number of Surgical
Procedures at the Facility does not reach the annual minimum; documentation
shall be required from the Member and/or other surgical facilities sufficient to
reach the minimum.

(¢) In the event a Member does not meet the annual minimum
requirement, Member shall have the following 12 months to ensure that 75
Surgical Procedures are performed at the Facility or another facility by the
Member. If during the next 12 months the Member fails to perform 75 Surgical
Procedures in an operating room setting, the Member's share shall be purchased.
The method for purchase shall be based on the Agreed Price set forth in Section
13.10 and the Agreed Terms set forth in Section 13.11 of the Second Amended
and Restated Operating Agreement.

(d  If a Member ceases to perform Surgical Procedures, but continues
to practice as a medical ophthalmologist, such Member will continue to be subject
to the requirements of Section 3.3 but will not be deemed immediately subject to
the provisions of Section 13.8 unless the Member also retires as a practicing
medical ophthalmologist. L

All terms herein are as defined in the Second Amended and Restated Operating

Agreement of Knoxville Eye Surgery Center, LLC.

515907.1
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EXECUTED by each Member as of the date fWen above.

Charles G. Ange, M,D.

David 1/ Harr MD
W N— /\A'\

olé/ T—Iiﬂtms
O Mﬂfﬂ;//&r

d.'arﬁes R. Kimble, M.D.

Ol Q. Yo e

Tod A McMillan, M.D.

(Feed ~ VW C—

J. Frédnklin Murchison, Jr,, M.D.

B —

Darn%fnth M.D. ’

Stefen L. Sterling, M.D. 4
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Mar¢/A. Bodenhiemer, M.D.

7 N

Paul ia, M.D. -
\‘ﬁ‘, [/\* / ”‘UA NULY
Herbert J.

Rotert E.fall, M.D.

R.'Gefe Price, M.D. '

/%’

ﬁ"“ i

Alex M. Stockdale
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Knoxville Eye Surgery Center, LLC, d/b/a Tennessee Valley Eye Center
Organizational Chart

Invidivual Physician
Members/Owners

l

Board of Governors

l

Chief Manager / Administrator

Knoxville Eye Surgery Center, LLC is owned by an equal partnership of 24 Members, each of whom is
a practicing surgeon in the field of Ophthalmology. The Board of Governors is elected by the
Members and is responsible for governance of the Company. The Board of Governors delegates
responsibility for supervising and controlling the affairs of the Company to the Chief Manager.
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STEVE HALL
REGISTER OF DEEDS
KNOX COUNTY

WHEN RECORDED MAIL TQ:
First Tonnesses Bank Natlanal
Assoclaon
* Privata Clent Flnancial SWmcas«Knuxvilll .
800 3. Gay Street,
Knoxville, TN 37820

SEND TAX NOTICES TO:. W
Knoxvilla Eyé Surgery Centes, LLC, 0
Tannessas Limited Linbllity Compeany
14¢ Copital Drive, Suke 2 . .
Xrnoxvills, TN 27922 o .

DWNER: _
Knoxvills Eys Surgary Ceater, LLC, a "
Tennossoa Limited Ulabily Companv

" 140 Cepital Driva, Sulta 2 H e .
Knopxvills, TN 37922 FOR RECORDER'S USE OMLY

"This Desd of Trust prepared byz. -

Neme: Carmareisl Grodit Support Canter
" Company: Firet Tonnassoa Bunk Natlanal Agsociation
' + Addrazs:’ 8005, Gay Strest
R -Gity, Btote, ZIP: Knoxvila, TN 37923

DEED OF TRUST

MAXINMUNM PRINCIPAL INDEBTEDNESS FOR TENNESSEE REGORDING TAX PURPOSES IS $32,125,703.75
THIS DEED OF TRUST ls dated January 22, 2004, among Knoxville Eye Surgery Center, LLC, a
Tennessee Limitad Llability Company, whose address s 140 Capital Drive, Suite 2, Knoxville, TN
37922 ("Grantor"); First Tennessee Bank National Association, whose address is Privete Client
Financlal Services-Knoxvilla, 800 8. Gay Streer, Knoxville, TN 37929 (referred to below somatimes as
“Lender™ and sometimes’ as, "Beneficiary”); and J. Michael Winchester, whose address is 800 S. Gay
Strest, Suite 1000, Knoxvllle TN, 37929 (referred to below as "Trustee™),

CONVEYANGE AND GRANT. .For ond.in consideration of Five Dollsrs ($6.00) cash in hang pald, snd othar good snd valusble
. considaration, the recaipt and sufficlency of which arp horoby. acknewledgad, CGrontor has bargsined and svld, end doas hereby
 Bargain. ol convey and confirm unto the Trustes in.trust, with Pawaer of Salo, for the benafit of Londier as Beneticiary, all of
‘Grantar's right. title, and interest in and tu thn ‘following doactibad renl pesparty, togethar with sl existing or subsequently

Leneoted or alflxod huud!ngu, P 5 all oasnmantn, righta of way, and appurtensnces: all watar, water rights
and ditch ﬁgh:s (ingluding stock In ur.lllzlon wI'm ditch of irfigation rightsl; and all ather fights, roysltles, and profim releting o the
taal ‘propenty, Including without licnitation all minersls, oll, gas, geotharmal-ang slrnilsr mawars, (the "Real Praperty™)

Ionatad in Knox County, Stato o'! Tennessaa-

Sre Exhibit "A", whlch is attached to thie Daed-of Trust and made a part of this Dead of Trust as if
fully set farth haram

The Real Proparty or tts address is communly known as 140 Capital Dnve Knoxville, TN 37922, The
Real Preperty tax Identification number Iz 131LB-005 -

CROSS-COLLATERALIZATION. In addition to tha Note, this Deed of Trust secures all obligations, dobts and flatilltles, plus
intarest thereon, of Grantor to Lender, or any ong or more of tham, as well B3 Bll tlaims by Lander against Grantor or any one or
‘more of them, whother now oxlsting or heraafeer’ arising, whether relatad or unrelated to the purpose of the Note, whather
volumary or otheriviss, whether due or nat due; direct or indiract, datarmingd o undetermined, absolyts or contingant. liquidated
or wnliquideted whother Grantor .may he liable individually or jointy with others, whather obllgated as guarerter, suraty,
Aegemmodation party or atherwise, end .whethsr ragovery Upon SUCh AMounts may be or hereafter may become barrsd by Any
stature of limitatons, and whether the obligation to repay such smounts may be or hereaftsr may Bacome otherwiss
unnnforcnbln.

Grnmor prcmw mlgns % Lender (alse knowrt 85 BenalFeiuw In this Duad of Trust} sl) of Grantor's flght, Tte, and Interest In
pnd to_ all prasent and future.feasos of the Proparty end. eIl Rents, from tha Property. In addition, Grantor grants to Lender &
Unil'orm Commasrelel Code securlty Intarast in the Pecsonal Proparty and Rents.

THIE . BEFD :OF THUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS AND
PERSONAL PROPERTY, IS GIVEN TO SECURE (Al PAYMENT OF THE INDEBTEDNESS AND (Bl PERFDRMANCE OF aNY AND
ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED OF TRUST. THIS DEED OF THUST IS
GIVEN AND AGCEPTED ON THE: FOLLOWING TERMS:

SRR l||l|||||||||ﬂ}ﬂjljﬁl NI

B FOR I?EC uuzzrm 3131 4281
Tﬂl wm:s T TRR: wm I
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A DEED OF TRUST
Loan No: 30017240 (Continued) Page 2

—_— e — s —
PAYMENT AND PEAFORMANGCE. Excopt os otherwlss provided In this Desd o1 Trust, Grantor shell pay ta Lender all ameunts

sacyred by thiy Deed of Trust B8 they become dus, and shall suictly and In a timely mannar parforrn all of Grantor's abligations
wnder the Noto, this Desd ot Trusy, end the Roloted Dacuments,

POSSESSION AND MAINTENANCE OF THE PROPERTY, Granter Agrees that Grantor's possession and use of the Praperty shall
ba governed by the fallowing provislona:

Poszasslon and Use, Untll the aceurrance of an Evant of Dafoult, Grantor may (1} romuln in possession and conuol af the
Property: (2} use, operate or manega the Property; and {3 coiloot the Ronts trom the Property,

Duty to Malmaln. Grantor shall maintin the Property in tonertable soncition and promptly perform alt repalrs, replacaments,
and maintenanco nocessary to presenve its valua..

Compli With Emyi | Laws. G P and warrams to Lender that: (1) Buring the 6eriod of Granter's
ownership of tho Proparty, thers has boon no ves, generation, manufacturs, ge. t disposal, roloase or
threatzned raloste of any Hozardeus Substance by any parson on, under, sbout of from tha Property: (21 Grantor has no
knowledga of; or reason to belleva thut thara has been, pxcapt 88 proviously discloyed o and acknowledged by Lender in
writing, (#) eny breash er vialntion of sny Envirenmantal Laws, (b) ony use, genusatlon, manulacturd, starage, Yraatmont,
disposal, roleeso or thremvanad rofesss of any Hazardous Substance on, unclor, obaut o¢ from the Proparty by any prior
Bwners or occupants of tho Property, ¢ (¢) any actual or thrastened Aitigativn or clalmes of any kind by any persen ralating
1@ such matters; and (3) Except oo previously disclosad to and sch ledged by Lender in \writing, (a) nelther Granter nor
any tenant, contractar, agent ¢ other authorized yser of tha Fraparty shall uss, generata, manufactyre, stora, treat, dispose
of or relonse ony Hazardous Substonce on, undar, about ar from tha Progerty; and (o) any such gotivity shall ba conductad
in complisnoe with all applicable fedural, state, and local laws, requlations and ordinances, including without limitstion all
Environmental Laws... Grantor. suthorizes. Lanter. and. its bgents to-anter-upon the Property m moka such inspections and
tosts, at Grantor's expanse, as Lender may deam sppropriats 1o determing compliance of the Proparty with this saction of
the Deed of Trust. Any Inspections or tasts made by Lendar shall b9 for Lender's purposes enly and shell fot ba conatruad
to croate any reaponsibliity or liability on the part of Lander to Granter or to by other parson, Tho reprosentations and
warrantles conwined horain are basad an, Grantor's. duo-diligance in investigating the Property for Hazerdous Substanaes,
Grantor haraby (1) ralasses ond waives gny futyre claims agalngt Lendar for indsmnity or contribitlon in the avent Giantor
bacomes liablo for clsanup or other costs under any such laws: and: (2) agreas 10 Indomnity and hold harmless Lendar
s@ainst any and all clalms, losses, labllities, damages, penaltiss,. and 2xponses which Lender may directly or indiractly
oustaln or syifer rasulting from o breaah of this sagtion of the Deed of Trust or a8 8 consequence of any use, genaration,
manutecture, $terage, disposal, reloase ¢r throatensd rol accurring prier 1o Grantor's ownorship or interest in the

* " Property; whather or not the same’ was or should have baan known t¢ Granter, The provislons of this saction of the Dood of
Trust, including the obligstdon ta Ingernity. shall survive tho payment of the Indsblodnosn and the setisfaction and
racanvoyanae of the fien of this Dsed of Trust and shall not be alfected by Lender's acquisition of wny interasc in the
Ptaporty, whother by foreclosurs or otharwise. .

Without otherwisa Umiting Grantor's covenants o8 provided hereln, Grantor shall pot without Londer's prior written congent,
famove or pormit the ramovel of sand, gravel or topsoil, or engaga in borrow plt apasatlons, or use or parmit the use of the -
Property s a land fill or dump, or &tore, burn or bury or pormit tha storaga, buming or burying of sny materlal of produst .
which may result In contaminatlon of the Property or the groundwatar or which moy require the issuance of a permit by the *
Enviconmental Protection Agancy or any state or local govannaant agengy governing the issuance ol hazardoug pr toxle
wasta parmits, or roquest o permit a change in zenlng or land use elassification, or cut or remove or sutfar the gutting or
ramoval of any trees or timber from tha Property. | ol n &

At Its sola cowt and exponue, Grantor, shall comply with ond shall cause il occupants of the Prapacty to camply with all

Environmantel Lews ‘with’ raspact 16 the" disposal of industrisl ratuso or waate, endior the disghergo, Arogessing,

manufatture, generation, tréstment. removsl, transpottation, awrage oad handiing of Hezardous Substances, and poy
«  ‘Immedistely whun due tha-cost'sf removal of any such westes or substances from, and keap tha Property fran of sny Hian
" " Impased pursusnt.to such laws, rulss, regulations and orders. - £ z

“Grantor shall not ingall ar permit to be installod in or on'the Property, frinblopshastas or any out Ining sty
-« ond doomed hazardous by. federal, stata or local lpws, rules, regulations ar ordars retpecting such materlal. Grantar shall
-, further nat Install or parmit the installation of any machlaary, equipment or fixtures contalning polychlorinated biphemyls
(PCBs) on or in the Praporty. “WIth rospoct to any such materds| or 'matarials currently pressnt In of on the Property. Grantor

shatl promptly comply with all applioable’Enviranmental Laws regarding the safa ramoval thoraof, ot Grantor's GXPONSY.
“Grantor'shall Indgrnify Lender and hald ‘Lender harmiass'trom and agsinst all loss, cost, ‘domags ‘ond axpenso {including,
without limitation, attornoys' foee.ond eosts incurrad in the invastigntion, defense and sotlemant of clolms) that Lander may
Incur 950 result of or in connection with the assarisn sgainst Lander of any clalm roloting 1o the presence or rameval of any
Hazaedeys Substance, or complisnes with any Environmental:Law, No notleo from any governmental body has ever bagn
-« =arved upon Grantor of, to Grantor's knowledgn after due Inquiry, upon any prior owner of the Proparty, claiming a vielatlon
*of or under any Environmantal Law aor coficaring the snvironmental stats, eondition or quality of the Property, or the use
« "sthereot, or fetwiring or calling attentlon o the nesd for'sny werk, ropairs, construction, removal, cleanup, slterations,
demolition, renovation ar Installation on, or in connostion with, the Praperty in order to comply with any Environtantal Lo
ant Upon roceipt of any such notlce, Grantor shall take yny and all 816p0. ond shall parform any and sl sctions nocessnry or
appropriate to comply:with the same, & Grantor's:expanse. :In, the event Grantor feily to do so, Lender may declare this

Daod of Trust 1o bg in dafauit.

Nulaance, Whsts, Grantor shell not causa, conduet of parmit any nulsones nor commit, permit, ot guffer any stripping of or
wasta on'or w’the Property or'2ny porion of tha Property. Without limiting the g ity of the foregalag, Granter will not
Fgmove, OF grant 1 any othar party the right to remove. any timbar,. minarals linctuding oit and gas), coal, clay, scoria, soil,
gruvel or rook products without Lender's prior written sonsent.

Rernaval of Improvemerm, Grantor shall not demolish or remoua ay Improvamerts from the Real Property without Lendor's
prior written consent.  As a.condltlon,to the removal of any Improvoments, Lander may ragcire Grantor 1 moke
. arrangemonts sadsfactony (o Leader.to seplace such Improvements with Improvemanta of ot lasst squal valug,

Landar’s Right to Emtor.: Londor and Lander's sgents snd representatives may #n%ef upen the Rast Proparty et all reasanable
Umas to suend 1o Lendér's intareste and to (Nspast the Real Property for purposen of Grantar's compliance with the torma
and condlitiony of this Deed of Trust. '+ ° - :

Compliante with Govori | Roqul Grantor shall promptly comply with all laws, ordinances, and ragulations,

‘naw o ‘hereaiter In effoct, of all govarnmantal ‘sutheritios applicabls to the yse or nooypancy of the Preperty, includlng

without limitation, the Amarlsana With Disabilities’ Act. * Grantar may comast In good faith any suah fow, ordinanca, or

regulstion and withhold compliance dusing eny ‘proceading, Including epprapriata appeals, 80 long as Grantor hos notified

&+ hender in writing prior:to doing 50 and .50 long-es, in-Lender’s sols opinion, Londer's interasta In the Progerty are not

" . leopardized, Lender may raguirs Grantor to post adegquate s0curity or o surety bond, reasonsbly satistostory 1o Lender, to
- protect Lender's interest. - . e e :

Duty 1o Frotaot. Grantar agrees Relther 1o abandon or IBave unattended tha Froperty. Grantor shell do all othar sots, In

TS RRT [
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odditlon to those acls set farth, shave in this section, which from the character and use of the Property ore reagonably
necassary 1 protect and praserve the Proparty. .

‘DUE ON SALE - CONSENY BY LENDER: Lendar may, ot Landar's optien, doclars immadiataly dus and payabls oll sums sacured

by thisDeed of Trust upon ‘tho solo or tronafor, without Lendor's grior wiilten ansent, of oll or ooy part of the Rusl Praperty, or

vany Interast in the Aeal Proparty: A “sala or tranafer” maans the conveyance of Real Property or any right, thils or Interast In e
Raal Proparty; whother lagal, benofiolal or equitable; whathar voluntary or Invuluntary; whather by cutright sale, deed, Installment
sale conteact, lond contract, contract for desd, leasenald intorest with a-16rm grastar than three (3) years, leasa-aption contraet,
or by sale, nasignment, or transfer of any beneficial Interest in or 10 any land trust holding ttde to the Real Praparty, or by any

| gther mothod: oF sonyeysnte oF.an-intergst in tho Rest Proporty. If any Grantor is & corporation, partnarship or himited lisbility
company, transfer also includes any changs in ownership of mons than twanty-fiva porsent 126%) of tha vating stook, partnership
imerasts or imited flability compeny Interests, 85 tha case mey bs, of such Grantor. Howaver, this option shall not be exersised
by Lender If such exercise is prohiblted by federsl law or by Tennessee law.

TAXES A.ND LIENS. The following provisiong:ralating to the taxes and:liéns on the Property are part of this Deed ot Trust:

Payment. Granter shall pay when due {and in all events prior to dalinquenzy) all texes, spocial 1axes, sssessments, charges
{including wotar ond sewar), fines and Imposldons Jevisd ngalnst or on aceount of the Property,.nnd shall pay whan due all
claiths for work done an or for services nindered or- metarisl Furnished 1¢ the Property, Grantar shall maintain the Property
frea 'of all llens having priority over or equal to the.Interest of Lender under this Deed of Trust, except for the lien ot Taxos
and assessmants not due and axcept as atherwlss pravided In this Daed of Trust

‘Right to Contest, "Grantor may withhold paymant of ony tax, assgssment, or clsim In connacton with a good falth dispine
ovar the abligation to pay, 50 long 26 Londar's Interest In the Proporty I& not jsopardizad. If  llan arlses or s fllad as a rosult
.+ of nonpaymant, Grantor shell within fiftoen {15} days after-tha lien arises or, If o lian I3 fied, within fifteen (15) days after
Grantor hag notca of the filing; secura the disehorge of the-fon, or if raquostad by Lendar, deposit with Lander gash or o
sutficient corporate surety bond or Gther socurity S6TSTOCTOrY 10 Lander in n emount gutficiont 16 dischorgs tha lisd plus any
costs and attomeys' fees, or other charges that could sccrus 83 8 result of & foreclosure or sale undor the fien. In any
contest, Grantor shall defend itsalt and Lender and shall satiaty any adversa judgmant before enforcement against the
Proparty, ‘Gremor shall name Lender a9-an additionsl obliges under any suraty bond furnighad in the contest procsedings.

_Evldance ai Paymont. "Granter’ shall_upon demand furnich to Lander eatlsfactory evidence of paymant of tha taxas or
assessments and shall authorize th sppronciete povammental official ta dafiver ta Lender at any time 8 wiritton atatement of
 the taxes and nsaossments spalnsc the Property.

« Notica of Congtruction, Grantor shall notify Lender st least fifceon (15) daye bafore sny work is commanced, any garvices
are furnished, or any materiala are supplied to the' Proparty, it Bny machanic's e, matariaimen's llan, or othar flan eould be
asserted on account of tho work, services, .or materials and the cast excesds $10,000.00. Grantar will upon request of
Lendar furnish o Lénder advonce dssuronces satidfactory to Landsr thar Gramor can snd will poy the cost of such

improvements. | Za X
PROPERTY DANMAGE INSURANCE. The following provisions ralating te insuring the Property ara a-part of this Daad of Trust,
Mai of It G shall progure and maintain policles of flra Insuranea with standard extended coverage

ondoredmonts on- & replacamant basla for the full insurable velus cavaring all Impravementa on the Raal Praperty in an
amndunt sufficiont 1o avald spplication of-any: compumnee lbuse, snd with a atandard mortgages clauss in faver of Lander.
Grantor shell sleo progure and malntain comprohensive g | iability i in such g6 amounts 8 Londer moy
raquest with Trustee and Lender belng nemed s additionaldnsureds in such lability insurance policies. Additionally, Grantor
shall malntaln such other Ingurancs, Inaluding hut not limlted to hazard, businass Interruptlon, and boller insurance, as Lender
mey reasonobly require, Policies-shall ba written in 100m, aMounts, coverages and basia reasonably sccoptabls 10 Lender
and |ssusd by n company or companies ressonably nocapratie to Lender, All poficles shall provide that the policlas shll not
ba Invalidated by nny walvar of the right of eubrogation by any Insured and shall provide that the carriar sholl have ne right
10 bs subrogated to Lender. Grantor, .upon raquast of Lender, will defivar to Lender from time 1o time the policies or
aortificatas of insuranco In form eatisfactary to Lander, including stipulations thet coverages will not be cancellod ar
! diminishad without at least thirty (30) daye prior written notica to Lender. Each Insurance policy algo shall Includa an
+ "+ anderesmont providing that aovaraga in fovor of Londar will not ba impaired In any way by any act, omission or dafault of
Grantsr of oy other parson. Shavld the Rosl Proporty be located in en argn designatsd by tho Dicacter of cha Faderal
Emorgoncy Mansgomont Agency 88 .0 spocisl flood hozord oreo, Grantor sgrooa to obtein and meintain Fodaral Flood
Insuranca, if available, within 45 days sfter notica Is given by Londor thet tha Property is located in 4 epecial flood hazerd
sren, for the full unpaid principsl balance of the loan and any prior liens on the property securing the loun, up to-the
maximum policy limits set undar the National Flood Insuranca Program, or as otharwise required by Lender, and to maintain
suoh Insuranca fos tha tarm of the loan.

Application of Procaads. Grantor ghall promptly notlfy Lander of sny loss of damage to the Property if the sstimated cost of

rapaie ar replacarment exceads $1,000.00. Lender ray maks proot of logs H Granter fnlla v do 20 within fiftagn (15] days
: of the cosualty, Whethor or net Lender's :sacurity Is impalred, Lender muy, at Lander’s cloction, racelva and rotein the
_procesds of any Inaurance: dnd Apply tho proceods 1o th reduction of the Indabtadnass, payment of any lien affacting the
Peoperty, of the restorstion end repsir of the Property. «If Lender -¢lssts to epply the progeads To restoration and ropsir,
Grantor shall repair or replace the damaged or. destréyed Improvements in a manner satisfactory to Lender, Leénder shali,
upon satistactary proat of such oxpenditure, pay or ralmbursa Grantor from tha proceads for tha reasonable cost of rapalr oc
rostoretion I Granwor Is nat In defeult under this Deed of Trust. Any praceeds which have not beon disbursed within 180
d days aftar thair racaipt ond which Londer has not aommittad 10 tha repsir or-rostoration of tha Proparty shall be usad firet ta
. pay oAy améunt ewina to Lender under this ‘Deed of Trust, ‘then @ pay accruad interest, snd the remainder. if any, shall ke
‘nppliod to tho principal bal of the Indabtadness. If Londer halds any praceeds after payment In full of the [ndebtedness,
such proceeds shull by peid to Grantor 42 Granter's, Interosts may appesr.

Unoxplrod Insurance at Safe. Any unexplred Insurance shall inure to the_benafit of. and pasg to, the purchaser of the
Proparty covorad by thia Dead of Truat at any ‘trustes's sale or ather sals held under the provisiena of this Deed of Trust, o:
" at any foreclosure sale of such Froporty.

Grantor's Report on jnzurance. - Upon request of Lender, howaver not mora than once a year, Grantar shall furnish ta Lender
a report on each exlsting pollcy of Insurance ghowing: (1) the narma of the insurér; (2) the risks insured; (31 the amount
of tho polley; (4) the proparty insured, tha then current replacement value of such property, snd the menngr of detprmining

“that value;'and {5} the sxpiration date of tha policy. Grantar shall, upon requast of Lendar, huve an Independent uppruiver
sadafactary to Lendsr detorming the cash velua replecamant gost of the Proparty.

LENDER'S EXPENDITURES. It any actlon or progeeding s commenced thet wauld materlally affaoct Lander's Interest In the
Property or It Grantor falls 'to comply 'with any provisian of this Daed of Trust of any Related Documonts, inclyding bt not limitgd
16 Crantor's Toilure to dischargs o pay whan dus sny amounts Grantor I roquired to discharg or pay under this Doed of Trust or
any- Relatad -Documants, Lender on -Grantor'a, bohalf may (but ehall not ba eblignted to) take any action thet Lender deems
appropriate, Including but not.limited to discharging or paying all taxas, liens, secyrity Intoraats, ancumbrances and othar claims,
21-any tma lavied o placsd on the Proparty.and paying all costs for insuring, mainteining #nd presening the Proparty. All such
expenditures ingurred-or paia by Lendsr for such pirposas will then beor Intarcst ot tha rata ohergod undar tho Note from the
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date incurrad or paid by Lendar to the date-of repayment by Grantor, All guch expongos will become 8 part of the Indshtodness
nd, at Lendor's optlon, will {A) be payable un domond; (8] be added %o the balancs of the Noto and be appartionnd ameng and
bao payable with eny installment pay @ botome dus during elther (1) the term of any applicsble insurance pollays of (2)
‘The rammaining torm of tho Note; or (C) bo troated.as-a balloon peymant which will be due and peyoblo ot the Nota's maturly.
Tho Deed of Trust alse will secure, paymont of thess amounts. Such right shell ba [n additlan 1 alt other righte and romodiag to
- which-Lander may be antitled upan Dofault, . .

'WARRANTY; DEFENSE OF TITLE, Tha following: provislons relating to owngrahip of the Proporty ara a part of this Deed of Trust:

- Titla, Grantor warrante that: (8] Grantor holds:gond and. markatabls titis of rscord to tha Property In fae simple, frea and
claar of all lisna and gncumbrancon othar.than thosa 861 forth In tha Ranl Property description or in By title Inguranen policy,
title regort, or finol tide opinion issued in favor of, and secopted by, Lender in connection with thix Deed of Trust, and (b}
Granter hos the full right, power, and authority to exeoute ang deliver this Daed of Trust to Lander,

Deofonse of Tide. Subjoot to tha axception In the paragraph above, Grantar werronts and will foraver defand tha title to the
Property agelnat the lawful clsime of all porsons. In the event any action or proceading ls eor d that ¢ I

" Grontor's ‘fite or the interest of Trugtes or Lender under this Doed of Trust, Grantor sholl datend the sotion Bt Grantor's
oxpantg. ‘Grontor may be the nominal party in such proceading, but Lendor shall ba entitled to parteipata i the proceeding

" ond %0 be represanted In the proceading by counsel of Lendar's own cholee, and Grantor will delivar, or cavss 1o bs
dalivered, 1o-Londpr such instruments oa Lendar may requost from timo to tme 1o pormit such perdelpation,

Compliance With Laws. Grontor warrents that the Property and Grantor's use of the Proparty cornpliag with all oxinting
pell [nws, ordi . und regylations of governmental suthorities. '

. Survlval of Rapresantations and Warrantias.. a1 repregentotions, warranties, and tgresmants mads by Grantor in this Doed
of Trust shall.survive. the execution and dalivery of.this.Docd of Trust, shall bo eontinuing in nature, nnd shall ramaln in full
force -and eflect until such time o8 Grantor's Indebtednass shall ba-paid in full, ’

_coanMNA‘_rmN.' The followling péovislqns r'e'lan:ng 1o condsmnation procesdings are a part of this Dasd of Trust:

Notles of Pracendings. Grantor shall Immediotaly notify Lender-in wiiting should all or any port of the Property become
subject to any condemnation ar expropristion praceedings or othor similar pracesdings, including without limitstion, any
ear tlon, confizeation, emi domain, Invergo condemnetion or temporery requlsiton or taking of the mortgaged
* Propatty; of any part of purls of the Property. Gramtor further apiees to prompily take such steps as may he nacessary and

proper within Lander's solo Judgment and at Grantor's exponse, to defend any such condemnation of propriation
wroceedings end ebtain tho proooeds decved .from such procondings.  Grantor ghall not agree & ény settlement. or
+ compromize or any condumnation or exproptiatian eleim without Lander's prior written congont,

Londer's Pordeipation. Lsnder may, at Lendor's sola option, dlsct to participate In any such condemnstion or oxpropriation
procesdings end be roprossnted by counsel of Lender's choice. Grantee aarned to provide Lander with such documentation
o8 Landar moy requast to permit Lender 1o 56 participate and to reimt Lander for Lander's costs agaocloted with
Lenda!'s. pacticipetion, Including Lander's roasonabla ittornoys” fees, 1

Conduct .of Proceadings. If Grantor fails .to- gafend: ony-such eondomnation or expropriation proceedings 1o Lander's
« aatistaction, Lender may undsriake the: defensg. of pyoh a procoeding Tor and on behall of Grantor, To this ond, Grontor
< irrevecably appolnts Lendar 8 Grantor's agent and attomey-infact. sueh agancy baing soupled with an intarost, to bring,

defend, . adjudicate, settlo, or otherwise: compramiso -ouch condamietion or oxprogrintion olaima; It Being understaod,

however, that, unless one or.more Eventa of Default (othar.than the candemnation or suproptistion of the Propedy) then
oxdsts-undor this. Deed of Trust, Lender wiill-not ugran to any final sattiament or compromice of any Su¢h condamnation or
-expraprietion ¢laim without Granmse's prior spproval, which approval shall not b unreasansbly withhelkl.

Appllention of Net Pr ds, Lander ‘shall have the rdght o' recelve all procesds darived or ta be dervad from the
condomnation, exprapriation,” gonfiscation, eminent domain, invarsa condemnstion, of sny parmanont o wmparary
roquisition ‘or taking of tha Proparty, or any' part ot parts of the Proparty [“condumnation prozesds™. In the ovent that
* Grantor should recalva any sugh condamnotion protiecds, Grantor ngroes to Immedintely tym over and to pay such procaods
to 'Lerider. Al conds \fon'p 19, which ara ivad by, of whith sru payebla 10 oither Gramer or Landor, ahall ba
"épglied, at Lendor's oole option sad discretion, and in such mannar a5 Lender may detatming (aftar payment of ol rensonabln
' COSTS, OXPANEos and attomoys’ feos neeaasarily paid or incurred by Grantor andfor Lender), 16¢ the purposa of: (n) ropleging
“or rostoring the condemned, expropriatad, conliscated, or taken Froparty: or 1) reduding tha than outstanding balsnca of
the indebtodness; wogethor with interest tharoon, with such payments balng applied in the manner provided In this Daed of
Tryst, Lendar's ipt of sush gond tign o and the opplication ot such procasds o9 providod In this Deed of
Trust shall not sffect tha lien of this Daed of Trust.

IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. The following provisions relating to
Roveramental taxas, fesa and charges are a part of this Qeed af Truan

- Currant Taxed, Foos and Charges. ; Upan request by Lendas, Grantor shall exocute such documents In addition to this Deed

of Trust and toke whatover other action is requosted by Lendar to parfact snd continus Londar's llan on the Raal Property.

- -Grantar shall reimburee Lander. for all taxas, ax-deseribed below, tagathar with sll sxpgndes incurrad in recording, perfecting

: or condnuing this Deed of Trust, Insluding without limitation all taxes, fees, documentory stamps, and other charges for
racording or reglstering this Dasd of Trust. - . v

Taxes. The following’shall constitute taxes to which this saction applies: 1) @ specific tax upon this type of Daad of Trust
ar upon all or any part of the' Indsbtednesa secured by this Deod of Trusti (2) & spoaific tax on Grantor which Grantor I
suthorized or required'to deduct from paymants on the Indabtodness socured by this typa of Doed of Trust: {3) a tax on
this type of Doad of Trust ohargonbla agalnat the Lander or the holdar of the Note; and {4) a spacific tax on all or any
wortien of the indebtedness or on paymens of principal and Interest mads by Grantor.

Subsequant Taxes. If eny tax ta Which thia aeotian spplies Is enssted subsaquant to the date of this Dasd of Trust, thig
ovent shall hava the same effact oa an Evant of Delault, and Lander may axorolso any or oll of its availablo remudiss for an
Evant of Dafaylt s provided bolow unless Grantor oithar (1) pays the tax belore It becomes delinquant, or (2 wontests
the tax a5 provided abova In the Taxes and Lisny sactlon.and depozits with Londer cash of & sufficlont corporata surety band
.or athar saourity satistactory o, Lendor. g o

SECURITY AGREEMENT; FINANCING STATEMENTS. The followlng provisions relating to this Deed of Trust so a security

Bgreoment are v part of this Osed of Trust . . .
Security Agreomont, Thig instrumant shall constitute a Security Agreament to tha axtent any of the Property ¢onetitutes
fixtures, end Londer-shall have, all'of the rights of a 2e¢ured party under the Unlifortt Commercisl Code as amended from
time to time, * ' ;

- Seculty Imterast, Upon request by Lender, Grantor shall exscura finaniing statemonta and take whatever other action la
+ requested by Lender to- parfact and continua Landar's securlty interast In the Rents and Peraonnl Praparty, In addition to
*+.1 rocordlng this Deed of Trust in the rool property rocotds, Landar may, st any timg end without further authorlzavion fram
© Grantar, fila executed counterparts, coplae or roproductions of this Dead of Trust as o financing statement. Grantor ghall

T
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caimburss Lander for ofl expanaes Incurrad In porfocting er continuing this security Interest. Upon dafoylt, Genntor shall not
rormovs, sevar or detoch the Personsl Property from the Property. Upon defouk, Grantor shall sssembte eny Personal

* Propérty not affixed-to tho Proporty in & mannar and at & place rossonably convenient to Grentor and Lander and moke I
svalloblp-to Lendar within three (3} duoya sfter receipt of written ‘demand fram Lendor 10 the exwnt pormitted by applicable
law, E ' i .

Addrosses. Tha malling addreeses of Grentor (dabtar} znd Lender (sacursd party) from which Information concerning the
security intorast grantad by this Deed of Trust may be abtalned leaoly as raquirad by the Uniferm Commargisl Code) aro as
grated on-tha flret page of this Deed of Trust, ~ : .

'FURTHER ASSURANCES; M'TQRNEYJN.FAQT'_ The foliowing ptovisiony relting to turthar assuranaes and attorney-in-fact &r¢ @
part of thiv Daod of Truat:

Further Assurances. At any tims, and from time-to tims, upen raquast at Lender, Grontor will make, axscute and defiver, or
will pausa to ba mads, executsd or delivared, to Londer or 1o Lender's designen, ond when requestad by Landsr, couse 1o ba
filed, racordad, rafllad, or rerocarded, oo the oase may b, at such timgs and in such offices and places s Lender may daam
apprapriate. sny and all suéh mortgoaes, deads of trust, security deods, gacurity agreements, finonging statements,

. ematinuation statements, inatrumonts of further assurancs, certificotes, and othor documents as moy, in the aols opinion of
Lander, ba y or dealrable in order to efh plote, parfaot, cantinun, or preserve (1)  Grantor's ohligetions
under the Note, this Deed of Trust, and the Releted Documants, and {2)  tha liang and security | 8 d by this
Oandl of Trust pe first and.prior llens on the Proparty, whathar now owned of heresfter acquired by Grantor. Unless
prohiblted by law or Londer agrees to the contrery in writing, Grantor shall reimburse Lerder tar all casts and exponses
in¢urted in ¢onnection with tha mamars roferred o In this poragraph.

Attornoy-n-Faot. It Grantor failo o do any of tha things refarred to in the proceding paragragh, Lender may do so for and in
he name of Grantor and at Grantor's expanse. For such purposes, Grantar hareby Iravacably sppoint Lender as Grantor's
attorney-In-fact for the purpose of making, exccuting, dulivoring, fillng, recording, and daing all other things as may be
necassary or degiroble, in Londer's sole opinion, 1o accomplish the mutters refarrad ta in the pracading parngraph.

FULL PERFORMANCE. If Granter shall well and teuly phy and partarm the ohliigatiana st tha tmo end times, and in the mannor
mantionad in this Dasd of Trugt, and shall well and truly nbide. by and comply with sach and every term, covenant and condition
ot {orth i this Dosd of Truss, then this eefiveyones shell be and become null and vold and tho Trustos shall convay tha Proparty

o the Grantor by relense desd at Grantor'a exponse, )
EVENTS DF DEFAULT. Each of tha following, t Lendar's optien, shall congtituta an Event of Detault under this Dieed of Trust:
Payment Default: Orantor fails 10 meke any psyment whan due unider The Indebredness.

‘Qthor Dofaults. Grantor falls to.comply with or to perform any other term, obligatlon, eovenant ar condition contained in this
Deed of Truet or In sny of tha Related Documents or W comply with ar (¢ parform any tarm, obilgation, covenant or
enndition ontainsd in any ather sgreement batwean Lendar and Grantor.

Compliance Dafeult, Fallure to comply with any other term, obligntion, covenant or condition eontainad in this Deed of
Trust, the Note or in uny of the Rolsted Oesuments. M such a failure la curable and If Grantor hes not besn glven & notiss ot
& braach of tha same proviston af this‘Daod of Truat within tha praceding twalve (12) manths, It may be cured (and ne Bvent
of Bufault will have occurred) if Grantor, after Lander sands written notice demanding cure of such failure: [8) curas tha
fallure within fiftaen (15) days; or (b}-lf the cure requlras mora thon fliteon (15) doys, immedistely initiotea Slops sufficiont
‘wip cure the fallure and thereafter continues and complotes all ¢ bla and r ary steps sufficient to produce

" gompliangs a2 soen A6 rensanably practaal. . | :

' Dofeuls o Othar Paymanta. Fallura of Grantor within the tima required by this Deed of Trust 10 maka any payment for Taxes
of ingurance, O any other PRYMANT Receasary to provant flling of or to oftact discherge of any lion.

Oefaule In Favor of Third Parties. . Should Grantor dafault under any loan, extension of crodit, ssourity agreemont, purchass

or sales ngreement, or &ny, other agresmont. in fevor of any other croditer or person that may materielly affect sny of

Grantor's groperty er Grantor's abifity to repay the Indsbiedness or perform thelr raspactiva abligatlons under this Deed of
' Trust or any of the Related Dacuments. )

Falps Statomonts. Any Waranty, roprasantation of stetement made or furnished to Lender by Grantor or on Grantor's

. - behalf;or made by Guarsntor, or any other guarantor, endoraer, surety, or sccommedation party, under this Deed of Trust or

.the Relatad ‘Documents in tonnaotion with the obtaining of the Indebiadness evidenced by the Note or any secwity

. doecument directly of Indlrectly-socuring repayment-of the Note o' falss or mistoading In any 4al rosy elthar now or at
tha 1ima mada or furniehad.cr. bacomes falss or misleading &t any time theresfter. '

Datactiva Gollaterplizetion. This Doed of Trust or any of the Related Docurnents ceases 1o ke tn tub forge ang etfact
' (including failura of any collateral decurant to create a valid and perfacted security interest or lien) at any time and for any
reasark ’

Death or Insolvenoy. The digsolution of Grentor's {ragarcimes 'of whathar elsction to contlnue i made}, any member
withdraws fram the Gmited Rability company,-dr Afy Gehei tanmination &f Grantar's existance &8 o golng businaze ar the
doath of any mombar, the ingolvaney of Granter, the appolntmant of & recelver for any part of Grantor's property, any

_ masgignmant for the benefit of eraditors, any typs of craditor workout, or ths commencement of any proceeding under any
bankruptay or insolvency laws by or agsings Grantor. . .

. Groditor or. Forfetture P dings, © smant of foraclosurs or forfeiture proceedings, whether by judicial proceeding,
seif-help, repossession or any other method, by any creditor of Grantor or by any govarnmontal agency agalnst any praparcy
_spouring The Indsbtodness. This includes 8 garnishmant. of any of Gramer's . Including daposit 5, with

“Lendar. However, thia Evant of Deféult shall not agply it thare Is a good falth dispute by Granier a0 to the validity or
ronsonableness of the claim which s the basls of the credltor or forfaiture procaading nnd If Grantor.gives Lender written
. riotlea of the' creditar or orfeltura praceeding nnd deposits with Lendar monios of & surety bond for the creditor ot forfeiture
procotding, In an mt datérmined by Lendsr, In its sole discretion, 42 being an adequate rasarva or bond far the disputa.

Exacution; Attachment. Any axocutlon or attachment: Is fevied sguinut the Property, and sueh executlon or attachmant is hot
. * gt asida, discharged or stayad within Thirty (30) days otter the ssme fa levied,

" Chonge in Zoning or Public Restriction. Any changa in any 2oning ordinance or ragulation or any other publia rastriction is
‘enacted, adopted or implomanted, that limits.or. dafines the uses which may be mueds af tha Proparty such that tha praasnt
or Intended ugo of the Proparty, 9o spuoifiod In th Ralated Documenis, would be in viclation of such zoning erdinance ar
regulntion or public réatriction, 43 ehanged. )

Bafault Under Other Lisn Documents, A default pceurs under-any other mortgags, deed of trust ar security apraemant
eoverlng all ar any portion of the Property.” '

Judgment. \Unluss adaguately eovbrod'l_:ui inguradios in the opinlon of Lender, the eniry of a finsl Judgment for the payment
~of money involving'more than ton thousand dollars {$10,000.00) agalnst Grantar and tha failure by Grantor ¢ diochorge the
anmo, or causs it to be dischargod, or bonded off 1o Londar's satisfaction, within thirty (30) days from tha date of tha order,

IS e A
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decran or procass yider which or pursusnt to-which suoh Judgment was entorad.

5 _i}rqach of Othor Agreement. Any branch by Gremor undar the 1arms.of any othar.agroomant betwesn Grartor and Lender
+ that I not ramedied within ony graca period provided thorain, inoluding without limitation any agtesmant cancarming any
indabtadnoss or othor obligation of Granter ® Lorgler, whother existing now or latar,

Events Affocting Guarnter, Any of the preceding events ocours with respact to any Guerantor, or any othar guarantor,
endorser, surety, or accommodation.party of any of the Indebtadnoss or any Guarsntor, or any other guaramior, andorser,
3urety, or acacmmadatian party dies or becomes incampstont, of revokas or disputes the validity of, or lisbifity under, sny
Gusranty of the Indobtedness. In the svent of o death, Lendar, st its option, may, but shall net ba raquired 19, permit the

+ Guarantar's 4stste to ] bligations arlsing under the guaranty Ia a mannar satlsfactory to Lendar,
and, in dolng 6o, cura any Event of Cafault, !

' Adverse Change. A matadsl ‘adverse-changs oocura In Grantor's Einancial gondiden, or Lander bellgves the prospect of
" payment or parformance of the Indebtednass-is impalred.

, .. Right to Cure. [f such failure is curabla and if Grantor nas not been 9iven a notice of a breach af the samo provision of this

+ Deed of Trust within tho praceding twalva-{12} months, it may be curad {ond no Event of Dafoult will havo occurrad) if

« Grentor, after Lender sends writtan notlee demanding cura of puch falluce: (8] cures the fallure within fitteen (15) days: or

(B} if the cure requires: mors than fiftean (15) days, Immediataly Initlates stops subliciant to cure the failvre and thernafier

. Wuuls end complotes all bla snd ¥ SW0ps sufficlent o produce complionce as moon s reasonably
] cal, | . . .

RIGMYS AND REMEDIES ON DEFAULY. [f an Evant of Dafaulr 0ceury under this Deed of Trust, at any tme thereaftar, Trustas or
Lender may exarclse any one or mora ef.tha followling. rights and remedies: .

Elaction of Ramodles, Elctiont by Lender 10° purave any remedy shall not exelude pursult al ary othar ramedy, and an
“oisation to make expanditures or to ke action ta perform’an obllgetion of Grantar undar this Deed of Trust, aftor Grontore
failurs to parform, shall ot aftect Londar's right  declare adefautkt and axercise its ramadios.

“Aoool Indat Londer shall have the right at ita apton without notice to Grantor, the same being exprogsly
waived, to decliro the entlra Indebtodness immediotely ‘duo ond payabls, including Gif permitted by spplicable faw) any
Propaymont penakty for whith Grantor may ba obligatad. 4

Foraclonsrs, With respect to all or any pare of the Real Property, () the Trustue, at the Londer's maquest, shell hava the
“right to enter and tako possession of the Re! Proparty snd 1o soll oll or part of tho Real Property, ot publio austlon, 16 the
highost blddor for ¢ash, free from equity of redemption, and-any stawtory or ¢emmen low right of redempilon, homostopd,
dower, marital share, and 4l other axemptions, aftor giving notice of the tima, place and terms of such sale and of the Heal
"Proparty 10 be sold ‘85 required by law, or 16} the Trustos or tha Lender shall have the right to forecliose by judiclal
"pracasding,’in nccocdance viith and to tha'full oxtent provided by applicable law,

UGG Remodies. WIth respoct 16 all or any part of the Personal Property, Lendsr shal hava &ll thy rights and remediey of a
* - pocursd party under the Unitorm Commereial Code, -+ -

- Colloot Rents. Londar shall have the rlght, without notice to Grantor to take possession of and manopge tha Property and

+, tollgct tha Rentd, including amounts pest dus. and unpald, and ooply the net procesds, over and sbova Lander's conty,

.. agoinst the Indebtadness.., In furtheranca of this right, Lander may raqulre.ony tenant or other uaor of tha Property to make

.+« payments uf ront.or use 1aos diractly to Londer. If the Rents are collocted by Landsr, than Grantar Irrevouubly daesignatas

Landar a3 Grantor's attorney-in-fact to endorse Instrumants moalvod In paymont thareot in tho neme of Granter snd to

nagotiate the gama and eollost the prooasda. Payments by tengnts or othor usara ta Landér in rasponse to Lander's demend

shall satsfy the obligations far which ths paymante ars madg, whather or adt any propor grounds for the demand oxlotod,
Lendor may exerclse ts dghts undor this subparograph either in P , by agent, or'through a receiver,

* : Appoint Racelvor, * Lénder shall have the right to make applicotion to & court of compatent Jurladiction to have o recalver
 appointod 1o take possesslan of all 6r any 'part of the: Praparty, with tha power to protect and preserve the Proporty, to
“op tha'Proparty prior to'foraclosirs or gele, and 18 ‘¢olisct tha Ronts from the Property and gpply the procaeds, over and

above the cost of the racsivership, againgt the Indobtadness. Leadsr shall have the right 1o have ¢ receiver appointed to
take possnsaion .of all or any part.of the Froparty, with tha power 1o protoat Bnd présorve the Proparty, to operate the
« . Property. praceding foraologura or sole,.end to oollect.tha Ronta from tha Property-and apply the proceeds, cvar and abovs
. the cost.of the recalvarship, sgainst the Indabtadness. * The. raceiver may sorve without bond It permitted by law. Lender's
right tothe sppointmont-of a racsiver shall exist whethar or not tha spparent valus of the Property excoeds the Indebtodness

by v substantisl amount. Employment by Londer shall not disquelify & persan from serving o a recoiver,

Tanancy at Sutfarance.- It Grantar romains in passassion of the Froporty after the Proporty is sold. 35 providsd abova ar
. - Lender otharwiso b ontitled to.p lon of the Propecty upon dafault of Grantor, Grantor shall bocomn n tanant at
suftorance of Landor or the pyrchaser of the Property and shall, 8t Lender's option, sither (1} pay a reasonabla rental for
the use of the Proparty, or (2) vacate the Proparty immeadistely upen tha demand of Landar,
v -Othar Remodies. -Trustee or Lender. shall have any othar right. or remudy provided In this Deed of Trust or the Note or by
- law. . . : . : ’

Notlce of Salo, Lendor shall give Grantar ransonable rotlce of the ‘time and place of ary public $als of tha Porgonal Property

or af the time aiter which any private sala or ether intanded dlspositen of the Parsonal Froparty lu to be mede. Raasonsblo

notice ghall mesn notice glven at taast tan (10) days before: the time of tha sala of disposition. Any sole of the Pérscnal
~  Propatty may be.mada in cenjunction with 30y sale of the Real Proparty. .

Salo of the Proporty. To the extent parmitted by applicable’ law;’ Grantor Hareby walves any ond all rights to havo tha

Property mershallad,: the' equity of rademption, any atatutery or cammon lmw right of redemption, homostoad, dewar, morital

shory and all othar ‘exomprions and other rights whioh might daféat, reduce of sllect th right of the Londer to sell the Real

" Proparty or the' Personal Property “for the ‘collaction of ihe Tridebtadnass, Lendsr shall glve notics to Grantor prior to

© ‘msceloration-following Gramor's Broach of any govenant o sgreement in this Dead of Trust, The notice tholl specify: (n)

the default; (b) the sstion roquired 1o urs tha detault; 4o a dnte, not less than thirty (30} doys fram the date the notlco Is

given to Grantor, by which the detault must be cursd; spd {d): that failure to cure the dofault on or before the dote specified

. .In the notlca moy result In scoelaration of the sumé securad by this Sacurlty Instrument and ealp of the Property. I the

dofuult Is hot cured on o hafora the date spacified'in the notice, Landsr 8t im optlan may require Immediate poyment in full

of all sums vocured by thin Securty Instrument without furthar demand sad may invoke tho power of sals and any othor

* temedias permitted by applicable tsw, Lendor shall be' entited to collect all sxponaes in¢urred in puroving the remedies
provided in this paragraph, Including but not limitad to, reasonnble attorneys' foeg and costs of 1ltla avidence.

' -, IFLendar lavokes tha power-of sale, Trustas #hall,give notice of gale by publie sdvartisemant in the caunty In which the

Property Is locatad for the time and in the manner provided by applicabla lave, and Londer or Trustes shall mail a copy of the

notlea of salz ta Granter, Trustao, without demand on Grantor, shall soll ths Ptoparty st public suction to the highgst bidder

a:}:ho time and undar tha tarms dasignated in the notlce of sale, Landar or ita designee may purchase the Property ot eny

Trustae shall dellvar to the purchaser Trustea’s deed conveyving that Real Property without any dovenant or warranty,

B R
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exprass or Implisd, ;. The-rcltals In tha Trustea’s deed shall be prima facte evidence of the truth of the stataments made
therein. Trustee-shall psly tha prostada of tho.sale In the follewing order; (s) to ol exnenses of the sale, Including, but not

. imited to, reasonable Trustee's and attorndya’ fess: (b) to ol sums aecured by this Security Instrument; ond (o) any excdEs
to tha parson or potsons legally entitled to It. 1f tha Property Is sald pursuant to this paragraph, Grantor, or any Gorevn
holding possession of tha Raal Praperty through Grantor, shall i liately ¢ dar ion of tha Real Property 10 the
purchagor ot tho galo, If pogsaselon ls not surrendarad, Grantor or such parden shall be & tenant st will of the purchasor and
hersby agress to pay the purchasar the reasonable rental valus of the Real Proparty after sale.

Attarmoys® Fove: Expenzes. If Londer inatinutes any suit of sction to enfarce any of the tarms of thiv Dsod &f Tryst, Landar
ahall bs antlted to racover such sum 8a the court may adjudge rassenable 08 atternoys’ fous ot triol and upon ey opposl,
Whethar of net any court a¢tion is invelved, and to The extant not prohibited by law, ol reasanable expenses Lander Incure
that in Lender's opinion are nocsssary at any vmeo for.tho protection of Its interest or the onforeement of its rights shall
become a part of the Indeblednass pryeble, o demend sna shaoll boar interest ot the Nota rate fram the dore el the
-aupandiwrs untll ropald. Expenses coverad by this parngroph | f0, without limimtion, h subjoct o any limits under
‘applicable’ law, Lendar's attomeys' foes and Lender's legal expenses, whother or not there iu a lawpuit, ingluding atornoys®
feoa and expanses for bankruptey pracendings (Including eiforts to modily or vacate any sutomatie stay or Injunction],
appeals, -and any erticipated postjudgment collaction sarvices, the cast of sesrching records, ebraining title reports
(including foretlosura faports), durveyons’ raparts, and appraisal fens, title | cq, and teoa for the Teustes, to the extent
permitted by applicabla low. Grantar also wlll puy any caurt ogets, in additian to ol vther ums provided by law.

Aights of Trustea. Trustas ehall have all af tha rights and dutias of Lender a8 set forth in this section.

POWERS AND OBLISATIONS OF TRUSTEE. The following provisions relating to the powers ana obligations of Trustea are part
of this Deed of Truat

Powors of Trustou. In addition to all powors of Trustas arlslng as 8 matter of law, Trustee shall have thy powar to take the
following -actions with respect 1 the Proparty upon-the weiren request of Lendor and Grantor; [9) join In praparing and filing
o map or plat-of the Real Property, Including-the dedicution of streors or aihor rights 1o the publie; (b joln In grontng any
sasamant or croating any restriction onthe: Aaal Property; and -(cl Join In any subardination or ather agreement affacting this
Dood of Trugt oc tho intersst of Londer undor this Desd of Trust..

Indamnifiomtion of Trustes. Gramor ageead te-indemnify Trustes fur all reasanable costs, charges, and attorneys' fess
Incurred by Trustss |f Trustas 1s made a party 1 er Intervenes In any acton or proceeding affecting the Fraperty, the tltls to
the Property, or the'Interost of tha Trugtae or the Lendar under this Desd of Truse

Obligations to Notify. Trustee sholl not ba abliguted w notity any other perty of a panding sale under any other trust deed or
* Iien, or of sny action or procaeding'in which Gramar, Landar, or Trustea shall ba & party, unlgss the action or procaeding is
brought by Trustos,

Trustes. Trustee shall maet all qualifizations requirad for Trustes under applicabls lew, In addivion to the rights and
‘ramedios set forth above, with redpsct 1o all or ady part of the Property, the Trustse shall have the right to foreclosa by
notlce and sala, and Lander sholl have tha right'to feracioan by judicial foracloguro, in eithor case in accordonce \with and 10
tha full‘extent provided by appllcabla law. _Trustes shall have the autherity, In Trustea's discradon, © emplay &l propsr
sgants and attomeys In the'sxecution of Trustee's dutlas under this Doed of Trust and In canducting any sale mads pursusnt
1o the terms of this Deed of Trust and ta pay for the servicns rendered by such ngents and attorneys out of the procaads of
the sale of the Froperty. If no sale-ls made, or.1f the procasds of tha sale ara insufficlent 1 pay such agents and sTornoys,
then Grantor agraos to pay the cost of such sarvices. The pertias in Interast heroby weive the necessity of Trustee making
onth, filing imvenmocy, of giving bend as necurity for'the exseution of this wruet, as may be required by the lsws of Tannesesa.

Sue and Asgigng, In the ovant of the death, refusel, or of inudiiity for any cause, on the part of Trustee named In

- this Doad of Trust, or of any suocessor trustee, to' ACt 51 any time when action under the toregolng powars and trust may be

yequired, of forany other ressan satlsfactory to Lender, Lender is suthorized, elthef in Londer's own nama of through en

attomay or attorneys.n fact sppointed for that purpose, by written Instrument duly registarsd, to’ name and eppoint 2

r Of 810 e this trust, such appal to be evid d by writing, duly acknowledged; and whan

such wrlting shall have bean ragistéred, The substituted trustes 'akmed tharein ghell thereupon be vasted with 4N the right

and tide, ond olothud with ell tho pawer ot the Truster named In this Deod of Trust and such like pawer pf substieution atall
&ontinue 56 long as any part of the dobt sacured by this Daad of Trust romaing unpaid.

NOTICES. Any notce raquited Yo be given unger this Dead of Tryst, including without limitation any netice ef defsult and any
notlee of male shall by given In writing, snd oholl be effective whon ootuslly delivored, when actually recslved by telafacaimita
{unlage otherwiss ragquired by law), when deposited with a nationally recognized ovarnight courler, or, if mailad, when doposited
In the Unlwed Stetes mall, as first class, cardtiad or reglsterad mall pastage prepaic, ditocrad 1o tha addrosses ghown near the
baginning of this Deed of Trust, All-oopiss of notices of foraslosura from the holder of any lign which has priorty over this Dasd
of Trust shall ba sont to Lender's addrass, 88 shown near the beginning of this Deed of Trust, Any party may changa its address
tor noticos under this Doad of Trust by giving formal written nofite ta the other portles, speclfying that tha purpese of tha notice
ts to changs the porty's address. For notice purposes, Grantor agrees to keep Lander informad at all times of Grantor's Gurrent
addresy. Unlese otherviss providad ar requited by law, if there is mora than ons Grantor, any natios ghwan by Lender 10 any
“Grantor is desmad t be notice glven to ofl Grantors. '

EXCLUSION FROM INDEBTEDNESS. Excluded from Indebtadnese shall be sny Indebtedness geverned by tha Federal Truth in
Lending Act. ' ) ¢ ' '

MISCELLANEQUS PROVISIONS. The following misoallanacs provisions aco  pert of this Dood of Trust:

. Amendments. This Deed of Trust, together with any Releled Documents, conutitutes thu entlre undsrstanding and
agreement, of the partles a3 1o the mamera.gat 1orth in this Deed of Trust, No elterstion of or amandmant to this Dead of
Yrust shall bs affactiva unlese glvan In writing and signed by the party or parties sought to be charged ar bound by tha
alieration OF amanienant. . 0 : .

‘Annual Raports. ' i tha Property Is ‘'used for purpobes other than Grantor's rasldenes, Grartor shall furnizh to Lander, upon
raquast, a cermifiad gtetemant of net opereling income received from the Property during Grantor's pravious fiscal yaar In

. guoh form end detaell as Lender shall require. "Net eparating income® ahall maan all cash racaipta from tha Proparty tess sl
caan oxpenditures mede ifr connaction with tha oparation ot tha Proparty.

Caption Meadings.: Caption headings In this Dead of Trust ara for convaniance purpases only and are nat te ba yzed to
imterpret or daftre the provislans.of this Daed of Trust. }

* Merger. Thera ghall be no par of the | ar astats d by thie Daad of Trust with any other intarest or es1ats In
the Proparty at any time'held by or for the banafit of Lender in eny gapacity, without the written consant of Landar,

Mo Walver by Landar. Lender shall nat-be deemed 10 have waived sny rights ynder this Deed of Trust unless such waiver s
given in wiiting ond eigned by Lender. No delay ar omission on the part of Lander in exorclsing any right shall oparata as a
walver of such right or any other right. A walver by Lender of & provision of this Daed of Truat shall net préfudicy or
. congtitute 8 walver of Landar's right otherwize to.d d swrict plianca with thet provigion or any athor provislon of thiy
Oeed of Trust. No.prior waiver by Lander, nor sny course of daaling betwaan Lander and Grantor, shall canstitute a waivgr

e e o
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of any o1 Lander's-rights or of any of Grantor's obligations ae to any future wensactions. Whanevar the consent of Lender s
Tequired under this Deed of Trust, the granting of such congent by Lander In eny instance shall not constitute continying
consent to subsequont instances whars such consent ls Tequlrad ond in all Goses such consent may ba granted or withhald
. In the sole diserotion of Lender, . . ‘ol

Sevornbility. 1. n°coure of gompotent Jurisdiction finds sy . provieion of 1his Deed, of Trust w0 bo illegal, invalid, or

vaanfarcoable 0s 10 80y clraumstancs, that finding shall not make the oHfending provision lliegal, invalid, or unanforcaable ss

to any other clreumstance. [f feacibla, the offending provision shall’ be consigered modified £o that it bacomes legal, valig

and wnforceably, If the offending provision cannot bo so' meditied, it shall be considored daloted from this Desd of Trust.
+ Unlsss otharwine requited by lawy the.lllogality, Invalidity, or-unenforcaability of any provision of this Deed of Trust sholl not
affoct the logality, validity. oranforceabllity of any athor pravision of this Desd of Trust,

Non-Linbillcy of Lanter, Thé relationship betwaen Grantor and Londer croated by this Deed of Trust Is strictly a debtor and
craditor relationship and not fidualery In noture, nor'is the ralationahip 1o be construed ss aranting any partnarship or joing
vonurs batweon Lendar and Graror. Grentor Is oxorglsing G s own judg with. fespoct to Grantor's, business,
All'Informetion aupplisd to Lander'is for Londer's peotection only and no other party Is entitied 1o rely on such informetion,.
There is ne duty for Lender 1o raview, inspect, supervise o inform Grantor of any matter with regpoct to Grantor's business.

, Londer and Grantar intend that Londar may rassonably rely on oll Informatlon supplied by Grantor to Londar, togother with ail
repragenistions and warrantisd given by Grantor to-Lender, -with i igation or cenfirmation by Lander snd that any
Inventigation or tailure to ir Igate will not diminish Landor's right to g0 raly.

Sola Diseration of Lender. "Whonover Landef's canssnt or approval Is réquired undar this Dnad of Trust, the desielon 89 to
whethor or nat-to consent or epprove shall bo-In tho eole and: oxclusiva discretion of Landor and Lander's decision ‘shall be
final and conclusive,

- Suceassors-snd Assigns. Subfoot 1o any Eimitations stated In this Doad of Trugt on transter of Grantor's interest, this Deed

. of-Teust shall.be binding-upon and inure 10 the bensfit of the partias, thoir successors snd assigns. M ewnership of the
Property becomes vestad In a persen othar then Grantar, Lander, withoul notice o Grontor, ‘may desl with Gromor's
sucuassors with referance to this Dead of Trust and the Indabrednese by way of forbosrance or extunsion without relpasing
Grantar from the obligations of this Doed of Truat or linbility ynder the Indobtednass,

Tima {2 of the Exsance.- Tima s of the .2358nes in tha parformancs of this Dead of Trust,

* Waivg Jury. All partles to this Dand of Trust hevohy ‘walve the right to any Jury triat in any eetlon, proceading, or
counterclaint braught by any party sgeinst any athar parey.

Miscollonsous Walvars. Grantor "Waives il Aght of by d, equity of redomption, statwtory right of redemption, and
* relinquishes all other rights’snd exemptions of avery kind, Including, but not timited to, a’starutery right to an elesiive shars
in tha Proporty.

DEFINITIONS. The following copitalized words and terms shall hove the following menaings when vsed In this Osed of Trust,
Unless gpacifically ‘stoted 1o the' contrary, 8l reforgnces to dollar amounts shall masn emounts in lgwiul money of the United
-States' of Amariep, Words and ‘terma usad In the 'singuler shall include the plural, snd the plural ghall include tha singular, as the
context may require. Words and terms not otherwlisa definad In this Deed of Truot shall hava the mesnings attributed to sygh
tarma In the Uniform Commuerclal Codor Ve

*+ Beneficiary. The waord ?Bamffeiarv' maans Firgt Tennasses Dank National Association, and it wuccessars and asslgns,

Borrawer. Tha ward *Borower™ means Knoxvllie ‘Eye Surgery Center, LLC, & Tennasssa Limitad Usbility Gompnany and
Includes all co-signers and co-mokars igring the Note.

" 'Dodd of Trust. The werds “Deod ‘of TAUSt™ mean this Deed, of Trust among Granter, Lender, and Trustes, and includes
. without imltation all oaslgneent.and seourity intarest provislons releting to tha Parsonal Property and Rents.

* Delault:: The word "Default” means the Dafault ast forth In this Deed of Trust in the sactlon dtled "Dafauit”,

~ Envitonmontal Lawa, The' words *Environments! Lawz™ mean any and oll state, fodorel and local statutes, regulations and

ordinonces relating 'to the protection of humon hoshh or the environmant, including, without limitation the Comprahansive

Envirarimental 'Rasyp Comp lon, “and Lisbliity Act' of 1980, es amended, 42 U.$.C. Ssetion 9601, et soq.

("CERCLA"}, the Suparfund Amend ‘and Reavtherizatian Act of 1985, Pub. L. N, 998-499 ("SARA"), the Hazardous

v Maoterjals Transportation Act, 49 U.5.C, Soatlon 1801, 6t s4q., the Resourca Consorvation 4ad Recovary Act, 42 U.S.C.

+ “Sectlon G201, ot saq:, tho Hozardous-Wests Mansgemant Substonces Act of 1998, T.C.A,, B8-212:201, et seq,, or other
appllcablo otote. pr fadars! tnvs, rules, ar-regulations-adoptad pursuant thereto,

L Em;"i'# Dufoult. The words *Event of Dih\_.-[t‘_mcun Tndlvidually, collactively, and Interchangasbly any of the svents of
L, defautt sat farth In thie Deod'of Trust In the evints of dofoult section of this Dead of Trust, .

i Gramiée. Tk ok "Grantor" manns Knoxvile By Sufgery Cantor, LLC, a Tannesses Limitod Lisblty Company.

N, '?ﬂdmntur.u.‘l"ne‘\'.\.rqrd: *Guarantor® means any guarantor, gurely, or accommaodation party of any or all of the Indebtednass,
7 Li=and, inveach cogo, Grantor's successors, masigns, helrs, t i and gdmini u of any
T, 7T guorantat, surety, or accommodation party.

“rGuarenty. 'The word “Gusranty” meong the queranty from Guarantor, of Bny othar guarantor, endorser, surety, or
sccammodatian party 16 Lender, ingluding without limitation a guaranty of all ar pnrt of the Note.

Hazardous Substances. Tho worda " Hozardous Substances” mean muterials that, bacauss of thelr gquantity, concentration
«or phyalgal, chemical or. infectious ohorooteristits, may couss of pose 3 prasent or potantial hazard to human hesith or thy
tr, anvirenmoot when* Improperly “Usad, treated, stored, disposad of, gendrated. meanufactured, transporwd or otherwiss
»-handlod. Tho.words “Haxardaus Substances® are usad in thoir vary broadest sansé and include witheut limitation gny and
all hozardous or toxlt substances, matacials or wasts ss dafined by or listed under tha Environmentsl Laws. The wem
"Hozardous Substances™ also.includes, without limivetion, petrolaum ond Aetrolsum. bysproducts or any fractlon thereof and
gabestos, | v -

- improvements, The word "Improvements® masnz all axlsting and future improvamants; buildings, stru¢tures, mobile homaa
affixed on the Real Proparty, facilltins, additons, replacemeante and other eonstruction on the Real Froperty. |

Indebtadnsas, Tha wond. "Indebtadnosa™ means il principsl, intecast, and other amounts, costs and oaxpensns payable under

the Note or Related Doouments, together with oll renswals of, ‘oxenziong of, modifications of, consolidations of ond

substitutions tor the Nete or Ralated Dovuments and Bny amounts expended or advanced by Lander 1o discharga Grontae's

obligations or expenses Ingurred by Trustes o¢ Lender to enforce Granter's obilgations undar this Deed of Trust, together

with In on sugh amounte ‘es pravidad in this Deed of Trust. Spaalfically, without limitation, Indabtadness Insludes all
'« Bmauntg thatmay ba indlroctly socured by tha Croas-Collateralization provisien of thin Dead of Trust.

Lericior. The word "Leridor™ means First Tennasses Bank Natlonal Aszociation, its sucaessors and assigna.

Nots. The word *Nota" .masna tha promissery nets deted January 22, 2004, In the orlginal principal amaount of
$8,126,703.75.4r0m Grantar to ‘Londer, together 'with il renawals of, extenslong of, modifications of, retinangings of,

Al | P
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ronsolidations of, and substitutions for the promiasory nate ar agreement. The maturity dbte &f this Dewd of Trust is
Janusry 22, 2014, NOTICE TO GRANTOR: THE NOTE CONTAINS A VARIABLE INTEREST RATE.

Parsonal Proparty. The wards "Parsonal Property” mesn st squipmant, tixwres, and other artloles of nemgn-al property now
or horastior owngd by Grantor, snd now or hareafter ettached or offized 1o tho Real Property; together with all nccassions,
parts, and edditions 1o, ell replacemanta of, and 8l substitutions for, any of sueh property) and togethar with sil proceeds
fincluding without limitation all Insurangs pracesds and rafunds of premiums) from any cala or othsr diaposition of the
Proparty.

Proparty. The werd "Property™ means collectively thé Resl Property and the Parsanat Property.

Fiosl Proparty. Tha words "Real Property™ meen the real property, Interesta and rights, o furthar deacribed In this Deed of
Trugt,

Roloted Dogumors, Tha words “Related Documants” mesan all promissery netes, cradit Sgroamants, oan BENIEMANTS,

i 1ol ag L 4 inn, SGUIHY AHraAMANts, martgapes, deads of Trust, saourity deads, gollotarnl martgagon.
and sl other instruments, sgresmanta snd documants, whathor now or hareafter oxisting, exeouted in cornpetion with the
Indebredneaa.

Rents. The ward "Aents” meens ell presant ard futura rants, ravenues, Incoma, lseuas, royaltlas, profite, and other banefite
derivad trom tha Praparty.

Trmtes. The werd "Trustea” moang J. Michael Winchesgtar, whose address Is 80O &. Gay Street, Sulte 1000, Knoaville, T
37829 and eny substitute or successor trustees.

GRANTOR ACKNOWLEDGES RAVING READ ALL THE PROVISIONS OF THIS DEED OF TRUST, AND GRANTOR AGREES TO ITS
TERMS.

GRANTQR:

EMNESSEE LIMITED LIABILITY COMPANY

-«

Surgary Center, LLC. &

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT
statecr 1IN )

)88
COUNTY OF m% }
Botore ma, PANID G . @C«Tﬂf-’- ,  Notary Public in and for Steto and County,

pareonally appeared Lawréncd G, Rauan, Chisf Managor of Knoxvile Eye Surgory Contor, LLC, a Tenneaseo Limited Linbility
Compsny, with whom | am parsenally acquaintad (or provad to me on tha basls of satisfactory evidencel, and who, upon oath,
scknawlodgad himsalf ar haraalé 10 be & mambar of Knoxvills Eve Surgory Genter, LLG, o Tannosnes Limitad Linbility Company of
Knoxvillo Evo. Surgory Center, LLC, o Tonnwmason Limited Liobility Company. the within-nemed bergalnor, o Limitad Liobiliny

Company, #nd 1hat he or she as such member executed the foregoing instrument for the purg containgd, by eigning
the name of the Limited Llabllity Company by himsaelf or horgolf 35 sugh m !nbor. e
A I“‘.“\\i . fir,
WITNESS my hend and saal at offico, on tha é; dny of A
My Commission Excires: 9. L 05 Nosaty Pubile

—
TRIEN PV Loy, ¥, V0 15001 Cage, Fimad Mebl Banelean, bem 1077, 2000 Ad fighoa flnwnd - TH CHLATORTAIRCAILPLDIPC TRIZ2HE 410

L

Instr:
PRGE: B OF
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EXBIBIT A

SITUATED in District No. Six (6) of Knox County, Tennessee, and being Lot 5.00 of the
One Lot Subdivision of Capital Court, Unit 2, as shown by map of record in Map Cabinet
P, Shide 211B, in the Knox County Register's Office, said lot being more particularly
bounded and described as follows:

BEGINNING av an existing iron rod in the easterly line of Capital Drive, said iron rod
marking the common corner between the property herein described and Lot 4 of Capital
Court, Unit 1; thence from said peint of BEGINNING with the line of Lot 4, North 65
deg. 01 min. 07 sec. East, 227.49 feet to an existing iron rod comer to Franklin Hill
Subdivision; thence with Franklin Hill Subdivision, South 23 deg. 07 min. 00 sec. East,
586.17 feet 16 an existing iron rod; thence South 06 deg, 26 min. 12 sec, Bast, 80,33 feet
to an jron rod comer to F. $, Foster (Deed Book 1234, page 512); thence with the line of
Foster, North 79 deg. 45 min. 09 sec. West, 115,59 feet 1o a point; thence South 77 deg.
55 min. 02 sec. West; 181,90 feet to an iron rod comer to Lot 5,01; thence with the line
of Lot 5.01, North 23 dag. 07 min. 00 scc. West, 365.74 feet to an iron rod; thence
continuing with Lot 5.01, North 60 deg, 08 min. 48 sec. Wesr, 50.00 feet to an iron rod in
the Eastern Jinc of Capital Drive; thence with the Easter Jine of Capital Drive along the
arc of a curve to the IR, having a radius of 275.00 feet, a chord bearing and distance of
North 10 deg. 30 min. 43 sec. East, 182.16 fest, and an are distance of 185.66 feet to the
point of BEGINNING.

The foregoing description was prepared from the subdivision plat prepared by Gary C.
Clark, RLS No. 1329. The surveyor’s address is Barge, Waggoner, Sumner & Cannon,
2400 First Tennessee Plaza, Knoxville, TN 37929. ’

BEING part of the same property conveyed to Knoxville Bye Surgery Center, LLC, a
Tennessee limited liability company, by Wartanty Deed from Capital Court Venture,

dated June 26, 1998, of record in Deed Book 2290, page 1075, in the Knox County
Register’s Offica,

TR
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STEVE HALL,
REGISTER OF DEEDS
KNOX COUNTY

WHEN RECORDER MAIL TO:
First Taonssagse Bank Natonal
' Association
Private Cliom Finnnclal Bervicas-Knuxville

- BOG S, Gay Streat
Knoxvlile, TN 37929

SEND TAX NOTICES TO: .
" Kroxville Eye Surgery Canter, LLC, a
Tannesgon Limited Liability Company
* 144 Capitol Driva, Sulta 2
Knoxvilla, TN 37922

OWNER: :
" Knowvilla'Eye $urgery Centor. LLG..a
Tennosass Limhed Liability Gampany

140 Capital Drive, Sulte 2 * ‘o . i
. Knowyille TN 37822 - FPOR RECORDER'S USE ONLY

Thia ABEIGNMENT OF RENTS prapased by:

‘. Nams: -Commwroial Credit Support Genter

- Company: Fitat Tennessss Bank National Association
Address: 800 8. Gay Stroai

Gy, Statn, 2IP: Knoxvilla, TN 37923

; . ASSIGNMENT.OF RENTS
MAXIMUN PRINCIPAL INDEBTEDNESS FOR TENNESSEE RECORDING TAX PURPOSES I8 $0.00

THIS ASSIGNMENT OF HENTS.dated January 22, 2004, is mads and executed hetween Knoxville Eye
‘Surgery Center, LLC, a Tennesses Limitad Liability Company, whose addrese is 140 Capital Drive, Suite
2, Knoxville,  TN' 37922 (referred to- below as “Grantor™) and First Tennassee Bank National
Agsociation, whose address is 800 5, Gay Street, Knoxville, TN 37928 (referred 10 below as
"Lender”). : U R

ASSIGNMENT.  For ‘valusble consideration, Granter-hereby nssigns, grants 2 continuing sactrity
intarest in, and gonveya to Lander all-af Grantor's right, 1itle, and interest in and to tha Renta from the
following described Property locatad in Knox County, State of Tennessee;

" - Ses Exhibit "A", which is attached to this Aasignment and made a paet of this Asslgnment as i
fully set forth herein. . -

Thie Property or its addrees is commonly-known as 140 Cepial Drive, Knoxville, TN 27923. The
Praperty tax identfication number ls 181L8-005

This is a prasent, unconditional and ‘absolute assignment of the Rents from tha Property,

CROBG-COLLATERALIZATION. In addition to the Note, this Azslgnment sesuras all abligations, debts end liablites, plus intarest
therson, of Grantar to Lander, or any ona of more'of tham, as well 8s B!l clalms by Lender againat Granter or &y one or mors of
them, whather now exigting or hareatter erlaing, whathar ralated or unrelated to tha purpuse of the Notn, whather voluntary of
otherwise, whether due ar mot dus, direct or indlreat, detormined or undetermiped, sbsolute or ¢ontingent, liquidated ar
unliquidotad whethar Grantor may be lluble Individually or jolntly with others, whother obligated as guarantor, surety,
apcommodation party or othérwise, and whather recovary upon-such amounts may ba or horeafter may bootme borred by any
stotute of limitations, and whathar the obligatien 1o repey guch amounte may bo or herenfter moy becoms otharwise

_unanforceabls, - '

THIS ASSIGNMENT 1§ GIVEN TO S8ECURE (1) PAYMENT OF THE INDESTEDNESS AND (2) PERFORMANCE OF ANY AND ALL
UBLIGATIONS OF GRANTOR UNDER THE NOTE, THIS ASSIGNMENT, AND THE RELATED DOCUMENTS. THIS ASSIGNMENT I$
GIVEN AND ACCEPTED ON THE FOLLOWING TERMS: -

PAYMENT AND PERFORMANCE, Excepr.ns otherwise provided In this Assignment or eny Related Dotuments, Grantoe shall pay
™ Londer all amounts securéd by.this Assignment pa thoy bozams dus, and shall-strictly perform nll of Grantor's obligations
undar this Assignmant. Unlans and untl Londor exercisos s right to oolleot the Rents as provided below snd 3o long aa there is
ne default undor this Asslgnmant, Grantor may reccin in posssssion and control of snd operata and memigo the Preperty and
callect the:Rents, provided that the granting of tha right to collect tha Rants-shall' nat constitute Lender's consent to tho vee of
cash'coliateral In & bankruprey procesding.” - - )

GRANTOR'S REPHESEANTA‘I‘IONS AND WARfrAN‘;‘I.ES. Grantor warrents thatr

SR T

M, TaX: £§0.00 T. TRX: .SB.OI



NOV-08-2011 10:34 FTB BTH FLOOR F31GBE P.010

ASSIGNMENT OF RENTS :
Loan Na: 30017240 {Continued) Page 3

death of any member, the insolvency of Qranter, the sppointmant of & reosiver for ony part o Qrantor's property, any
asalgnment for the benaflt of craditars, any typs of Graditdr workout, of the commeancament of any prooeeding undar any
hankruptey er Inzolvaney laws by ar egeinet Gramtor, . s

Craditar or Forfaiture Prodeedings. Commancement of fereclorure or foriaiture proceedings, whather by judicisl prasseding,
self-halp, rapoasession or any ather.method, by. any. ereditor of. Gromor or by any gavernmantal sgancy againet the Rents or
any proparty 3scuring the Indébtedness.  This includes 8 garnishment of any of Grantor's ecounts, including deposit
Bo00uUnTs, with Lerder. However, thiz Event of Refault shall net spply If there la 8 good falth dispute by Grantor as 1o tha
valldity or raazonablanasas of the il which ia the’ bagis‘of tha creditor or forfeiture proceeding and If Grantor glves Londer
written notlce of the-araditor or forfeftura proveeding”and deposha with Lender monlas or » surely bond for the ¢reditor or
forfaltyre proceading, it an amout determined by Lender,.in Its sole discretlon, as baing an adequate réserve or bond for the
dispute. S

Exocution: Atthchment, Any exacution orattachment I h;vled'agalnst the Proporty, end such execution or areachmant is Aot
- sev'aside, dischargsd or atayad within thirty (30} days after tha same is levied.

. ‘Change In Zening or PubBic Restdistlon, Any change In any zoning ordinanca or regulation or sny othes public restriction Is
enactad, adoptad or implementud, that limlts or defines the usoe which may be made of the Property guch that the prassat
or intanded uga of the Proporty, Bs spatified In tha Reloted Decurmants, would be in violatlon of such zening ordinanco or
regulgtion or public réatristion, ss changed: B o .

Dofault Undor, Other Lisn Dostmonts. A default ceeurs undar any othar martgags,-deed of tust or security agrasment
covering all or any pardon of the Proporty, oL .

-Judgment. LUnlnss adsquataly covered by insurnnce In tha oplnlon: of Londar, the antry of a final judgment ter the paymant

. = of money Inveiving more.then tenthousand dollars (310,000.00) egsinat Grentor and the failura by Grantor to dissharge tho

Lt BAThE, OF caume it-to be 'digcharged, or bonded off w0 Lander's satlsfaction, within thirty {30) davi from the date of the order,
-+ decreator process ynder which of pursuant to which Euch judgment was enterad,

Property Damage or Lass. ‘The Froparty is lost, stolen, substantially damaged, sold, or borrawad againat.

. Evonts’ Atfacting Guerantor. ‘Any of the preceding events occurs with respect 10 sny Guarantar, or any othor guarantor,

. @ndorser, sursty, or, accommodation perty of .any of the Indebtedness ar sny Guarantor, or ady other auarantor, endarsor,
surety, of Becommidation perty diss or becomes Incompetant, or revokes or disputes the validity of, ar llabliity undar, any
Guaranty, of tha Indebtodnesy., .In the event of a death,,Londor, &t its option, mav, but shall not be required 1o, psrmit the

| Guaranter's estate 1 essume unconditionally. the obligations ariging under the guaranty in a manner satisfactary to Lander,
and..In delng s, curs any Event ot Dafsult.

Adversa Change. A maeriol adverse chunge occurs In Grantar's finanolal condltlon, or Lender ballavas the prospact of
. paymant or performance of the Indebtednass Is Impalred.  © | ' .

+ o Gure Pravisions. If any ‘duloult, other thono defouitIn payment Is curable and It Grantor has not baen given a notice af a

-+ braach of the same provision of this. Aseignmont 'within: the preceding twalve (12} months, It may bo cured (ond no avent of

jofault will have d} If Grantor,-uhor rocalving written notice from Lender demanding cure of such default: (1) cures

e defauit within fifteen (15} days;.or ' (2) f the cure requires more then fiftesn {15 daye, immediately inltiates staps

- which Lendar deams-in Lander's-sole dis¢retion to be sufficlent ta cure the dafeult and theresfier continuss and completes
sll-ransonabla and neceasery ateps sufficlent w prod camplinnce a3 soon ws reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. Lip'nn' the ocourrence of ony Event of Default and at any vima thargatiae, Lander may
-axercise any one or more of the-following rights and remedies, in adyition 1o any other rights or remadles provided by law:

Accolorata Indubtednese. Lander shall hava the fght &t 119 option witheut notics ta Gremtor, the sama being expraasty
" . weaived, to doclerc the entira ‘Indebtednsss- immediately dus and payabla, insluding if pormitted by applicabls law) any
+ v prépayment pensity whigh Grantor would-be required 12'pay: - '

Collsct Rénts. Lendor sholl have. the dght. without notice. 1o Grantor, 1o taka passassian of the Property and collact the
" Rans,'Inoluding amounts past duo, and unpald, and apply, the not pracesds, over and sbove Landar's casts, agelnst the
" Indebtedness, Infurthoranoa of thia right, Landar shall have sl the rights provided for In the Lendac's Right ¢ Recelve and
Callact Rants Sestion, above. It tha Rents ero collected by Lender, then Grantor Irrovossbly doslgnatos Lendot a8 Graptor's
“. sromov-in-fest to endorsa Instruments raceived in -payment:thetaot Inthe name of Grantor and to nagatiats the sama and
= tollect the proceeds.. Paymens- by tenants or othar ugers 10 Lender in regponse to Lander's demand shw)l eatisfy the
obligations for which the paymonta sre mads, whether of not any proper grounds for The demand existed. Lander may
#xerGiss ite righta under this nubp'aragraph either In person, by mgent, ar thraugh o recsiver,

i Appolnt Recalver. Lender-shail have.tha right to make applioatlon 10 a court of competent jurisdiction t¢ hava a racelver
- -;.-nppointed tortake p of all ar-any pat of the Property, with the power to protoct and praserve the Praperty, 1o
: -oparate the Property prior to foreclosura or sals,.and 1o collact tha Rants from tha Propérty and apply the proceads. aver and
abave the cost of the recelvership, against tha-Indabradnass. Landar shall hava tho right 16 bave a racalver sppointad ta
tako posscssion of all or any part of the Proparty, with, the power to protect and pressrve the Property, to operate the
Property praceding foreclogure or sale, and to collect the Flante from the Proparty and apply tha pragesds, over and abova
' the cost of-tha racelvership, against the Indotitadnoss. «Tha 'racelvar may serve without bond it permitted by law, Lender's
fight to the cppalnt of a racalvar shall exist whether or not the spparent velue o the Property axcaade the Indebtadness

. _p_v 8 gubstantial amount. Employmant by Lendar shall not disqualify o porson from serving aa a racsiver,

" 1~ OtherRemadisc. Lender ehall-have all othar.rights snd remedise provided In thiz Assignmant or the Note or by law.

Elpotion of Romadica. Elsction by Lender to pursue any remedy ohall not exclude pursult of any other remedy, and an
. v .electionto make expanditures or'to’weks action to perform-an obligntion of Grantor under this Assignment, aftar Grantor's
+, failure' 1o perfarm, sholl not affect Lander's fight to declare 2’ default and exercise its remedles,

.. Atwseneya’ ‘Faes; Expansasz. |f Lender institutos. sny suit or action 1o enforca any af the terma ot this Assignment, Langer

' 7' shall be'entited 10 recover suzh aum &8 the ¢ourt may edjudgas reasansble az attorneys’ lees st trlal and upan any appeal.

Whgther or ndt any court action s involved, end lo the axtent nat prohiblted by lew, all ressonable exponsos Lenddr incurs

+ ~thatin Londer's opinlon-ora‘necessary ‘at any tima for tha prataction of it interost or the enforcamant of its rights shall

. 'bacome a-part ot the . indabtodness paysble on demand ‘and shall bosr Intereat et tha Nota rate from the date of tha

oo anpénditute until repaid.  Expanges covered by this parsgraph Includs, without limitation, hewever subjoos ta any limits under

o+ oppliceble lew, Lender's attomeys" 1e08.end Lendar's legel axpanses, whethar or not thare Is o Iawsult, ingluding attorneys’

foes and expenses for bankruptay p dinga (including afforts % modify or vscate any automatic stay or injunctlon),

appouls, and any anticipsted postjudgment collaction sorvices, tha cost of aparching racords, obtalning title reports

lincluding foraciosurs raports), aurveyars® rapons, ond appeaisal.fess, thtie insurance, snd fuas for the Trustas, (o ths axtent
‘parmittad by spplicable law. ‘Grantor slgo'will pay sny court costs, In eddiion 10 oll other sums provided by law.,

EXCLUSION FROM INDEBTEDNESS, Excluded fram indabtadnass shall be any Indebtadness govemed by the Fedarad Truth in
Lendirg Adt. N T ' '

MISCELLANEQUS PROVISIONS. The follewing miscallansaus provisions ere a part of this Assignment:

MDA VMR A
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Event of Dofoult. The words *Event of Dofault™ masn individually, collectively, and Intarchangsably any ot the events of
detéult set forth In thie Aseignment in the dafault sootiar of this Asslgnmant.

@raner, The word "Grantor® means Knoxvilly Eye Surgery Centar, LLC, a Tennosses Limited Uablilty Company,

Guarantor. Thy word "Guasrantor” mesns eny gubsartor, suréty, of accommodation party of ony or all of the Indebtadipss,
ond, In sagh pase, Grortdr'a sucoessars, asslgns, helrs, parsonal represantatives, exesulors and administratore of any
queranter, gurety, or accommodation party.

Guorenty, The word “Guaranty™ moans the guaranty from Guarantor, or #ny other guarantar, endarser, aurety, ar
secommadation party ta Lender, Including without limitetion 2 gusranty of all of part of tha Nate,

Indobtednasa, The word "Indebtednosa® means all prinoipal, Intarast, and other smounts, costs and axpanngs payeble under
the Nets or Relatad Documents, togother with all renewals of, extenslons of, modificetions ol, consolldatiens of and
substitutions lor the Note or Related Documents and any emounts sxpandad or advonosd by Lendor to discharge Grantor's
obligotions or expenses Ingurred by Loades to enforce Grantor's ohiigations under this Asslanmant, togathar with interest on
such amounts 83 providad in this Assignmant. Spacitically. without limitatian, Indgbtadnass intludas all mounta that may
be indirectly secured by the Crass-Collateralizatlon provislon of this Asslgnment.

Lendar. The word "Lender™ maans First Tannasass Bank Natlonal Assoclatlon, Ita successors and assigns.

Note. Tha word “Note” eans tha pramiassry note dated Janusry 22, 2004, in the ariginal principal smount of
$3,125,7083,75 from Grontar to Lendar, together with all renowals of, ions of, modiflcations of, refinancingz of,
congolidations of, and subatitutions for the promluorvbnm or spresment. :

Property. The word "Proparty”™ maans all of Grantor's right. ftla and interest In snd 1o all The Property as described In the
"Assi| * enction of thin Asely t,

T

Related Documents. The words "Reloted Documents™ meaon all peamissory netes, credit agroemonts, loah dgreemants,
environmental agreamonts, guaranties, security sgrosments, martgages, dseds of trust, sacurity deeds, collgternl mortgeges,

and all ather {natr . 0 s and d s, now or horeafter exleting, exacutad in connection with the
Indebtednass,

Rants. The word "Rents” means all of Grantar'a progent and future rights, titla and interest in, to end under any and &l
prosant ond futurs lessss, Including, without limitation, all eants, revenue, | isdues, roy , bonuses, sccounts

raceivable. cash or security doposoits, ndvance rentals, profits and proceods from the Property, and othar payments and
banafits dotivad or 1o be derived from such loasas of avery Kind snd nature, whether duo now or later, indluding without
lirnitation Grantos'e right ta anforos such (asses and to racoive and colloct peyment and progseds therauncder,

THE UNDERSIGNED ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS ASSIGNMENT, AND NOT PERSONALLY
BUT AS AN AUTHORIZED SIGNER, HAS CAUSED THIS ASSIGNMENT TQ BE BIGNED AND EXECUTED ON BEHALF OF
GHANTQR ON JANUARY 22, 2004,

GRANTOR:

K

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT
STATEOF . )

) 58
COUNTY OF AY/NOV )

Botors ma, _ el ) P L. 7 im » & Notary Public in and for Stats snd County,

p ity apf a L G. Rouen, ChaT Manager of Knoxvills Eys Surgory Contor, LLC, a Tennessas Limitod Linbilicy
Carmpony, with whom 1 am parsonsily acquairtad for proved to me on e basis of eatinfactory avidense), and who, upen oath,
acknowledged himseit ar horseit to ba n momber of Knoxvilla Eyo Surgery Conter, LLC, & Tenngsese Limitad Lisbility Company of
Knoxullle Eys Surgery Contor, LLG. & Tonnoszes Limited Liability Company, the within-named bargainor, a Umited Liability
Company, and that he or she ns such member axecuted the foregoing Instrumant 1of the purposes therein contalnad, by slgning
the neme of the Limited Lishilley Company by himself or hogsalf a8 l‘sﬂigwmhor,

WITNESS my hand and saal at offics, on the day of :EJMA 2 dtﬂ
*

ol el

TENH.

ey

My Commisgion Explras: Q“ 5 -O5 Notary Public

.,
A
ﬁ'-'u )

Tih ﬂm YT Crf#, Pevrrd Plainsd | o i ¥l 1087, 3000, AJ Fuks Ramerets 1 T LA AMINTARCALRGUASL TR/ P
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EXHIBIT A

SITUATED in District No. Six (6) of Knox County, Ténnessee, and heing Lot 5,00 of the
One Lot Subdiviston of Capital Court, Unit 2, a3 shown by map of record in Map Cabinst
P, Slide 211B, in the Knox Cownty Register's Office, sald Jot being more particularly
hounded and described ag follows;

BEGINNING at an, existing iron rod in the eagterly line of Capital Drive, said iron rod
marking the common comer between the property herein deseribed and Lot 4 of Capital
Court, Unit 1; thence from said point of BEGINNING with the line of Lot 4, North 635
deg. 01 min. 07 sec. East, 227.49 feet to an existing iron rod corer to Franklin Hill
Subdivision; thence with Franklin Hill Subdivision, South 23 deg, 07 min. 00 sec, Bast,
586,17 feet to an existing iron rod; thence South 06 deg. 26 min. 12 sec, East, §0.33 feet
to an iron rod comner to F. 8, Foster (Deed Book 1234, page 512); thence with the line of
Foster, North 79 deg. 45 min. 09 sec. West, 115.59 feet to a point; thence South 77 deg.
55 min, 02 sec. West; 181.90 feet to an iron rod corner to Lot 5.01: thence with the line
of Lot 5.01, North 23 deg. 07 min. 00 sec. West, 365,74 feet to an iron rod; thence
continuing with Lot 5,01, North 60 deg, 08 min. 48 sec. Wast, 50.00 feet to an iron rod in
the Eastern line of Capital Drive; thence with the Eastern Jine of Capita) Drive along the
arc of a curve to the left, having a radius 0f 275.00 feet, a chord bearing and distance of
North 10 deg. 30 min. 43 sec, East, 182.16 feet, and an arc distance of 185.66 feet to the
point of BEGINNING.

The foregoing description ‘was prepared from the subdivision plat prepared by Gary C.
Clark, RLS No. 1329. The surveyor's address is Barge, Waggoner, Sumner & Cannon,
2400 First Tennessce Plaza, Knoxville, TN 37929.

BEING part of the same property conveyed to Knoxville Bye Surgery Center, LLC, a
Teonessee limited Jiability company, by Warranty Deed from Capital Court Ventuge,
dated June 26, 1998, of record in Deed Book 2290, page 1075, in the Knox County
Register’s Office.

L,

Instr: 2004072007 1882
PRGE: B OF 8



NOV-09-2011 10:34 FTB GTH FLOOR F21GBE P.013

STEVE HALL
REGISTER OF pEEps
'KNOX COUNTY"

WHEN RECORDED MAIL TO:
First Tannessse Bank Natonal
Anpocintion
Private Cllant Financial Sarvices-Knoxville
£00 8, Gay Strom!
Knoxvlils. TN 37929 B
SEND TAX NQTICES TO:
Knoxvilla Eye Surgary Centar, LLG.
Tennsaaes Limitad Lipbility Company
. 140 Crpital Drive, Sulte 2 R

. Knaxvilie, TN 37922
OWNER: .
-Knoxvills Eya Surgory Cerrver, LLC, a

Tennadssa Limiéd Linbliky Company
140 Capital Diive, Suite 2 | |

o Wngxulle TN 37822 -~ " * ! : ' FOR RECORDER'S USE ONLY

This ASSIGNMENT OF RENTS proparad by:

. Name: Commerclal Credit Support Certer
[& y._ Flest T Bank N&
Address: 800 S. Qay Straat
Chy; Stats, TP Knoxulile, TN 37520

y N
' " ASSIGNMENT OF RENTS
MAXIMUN PRINCIPAL INDEBTEDNESS FOR TENNESSEE RECORDING ‘TAX PURPOSES IS $0.00

THIS ASSIGNMENT OF RENTS dated-January 22, 2004, is made and executed between Knoxville Eya
-Burgery Genter, LLC, a Tennesses Limited Liability Company, whose address 13 14Q Capital Drive. Suite
2

, Krioxville, TN 37922 (referred to below’ a's "Grantor"} and First Tennesgee Bank National Association,
whoae address.is, 800 §.-Gay Strest. Knoxvrlle, TN 37929 {raforrad t¢ holow aa “Lender™).

ASSIGNMENT. For valuable consideration, Gmntur herehy aselgns. grents a continuing sscurity
Interest in, and-convays 10 Lender ali'of Grentor'a right, title, and interast In and to the Rents from the
followlng-described Property located it Knox County, State of Tennessee:

See Exhibit "A", which;'is" attached to this Asslgnment and mads a part of this Aesignment a3 If
fully set forth herein. . - | L .

The Propatty, or its address-is Gommonly known as 140 Capltal Drive, Knoxville, TN 37922, The
Proparty X identification number is “131LB-003-

Thls is'a present. unconditionsl and absolute ass:gnment of the Rents from the Property.

'CROSS-COLLATERALIZATION. In addltlon to the Nota, this Asdignment scoures all obligations, dabt and lisbilities, plus interest
theraon, of Grantor 1o Lender, or any ane or mora ol them, as wall as all ctalms by Lender agalnst Grantor or any ¢na or mere ot
them, whother now existdng or heraafter arlsing, whether related or unralated to the qurpdse of tha Note, whather voluntary o7
otherwisa, whather dus or nat due, diract or indiresct, detarmined or undatermined, sbsolute or contingant, Lawiduted or
unllquidated whether Grantor mey ba lisble individually or [ointly with others, whether obligated ac guarantor, surety,
-accommodation party or‘otharwise, and:whether racovery'upon auch amounts may be or' herasftar may becoms barred by any
watute of Imitatlone, and ' whether the obligation 0 repay suth amounts may bo or heraaftor may becoms otherwise
unenforzanhle.

.REVOLVING LINE OF GREDIT.' Spacifically, in addition to-the amounts spasifiod in the Indebtednmas definition, and without
hmuon. this Aulgnmmt stéuroa a ravoluing ling of creditunder which: Lendar may make pdusnces to Granter up ta tha
M g P d of $500,000.00 20 long as Grantor complies with all the terma of tha Nete.

THIS ASSIGRMENT IS GIVEN TO S8EGURE- {1} PAYMENT OF THE INDEBTEDNESS ANC (2} PERFORMANCE OF ANY AND ALL
OBLIGATIONS OF GRANTOR UNDER THE NOTE. THIS -ASSIGNMENT, AND THE RELATED DOCUMENTS. THIS ASSIGNMENT 1S
GIVEM AND ACCEFTED ON THE FOLLOWING TERMS:

PAYMENT'AND PERFORMANCE, Exaapt a8 otherwise provided In this' Asslgnmant or any Aslatad Documents, Grantar ahal pey
to Lander all armounts sacured by this 'Azafgnment‘aa they bacome due, and zhall srictly performn all of Grantor's obligations

) T

E ¢ a mreaea 213316291
x; se.im r: mx 50.00

> ﬁﬁé‘g
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ASSIGNMENT OF RENTS
Loan No: 30017172 (Continued) Page 3

_ tha time made or furnished or becomas falsa or mislaading &t any time theroafter,

Defectiva Collttoralization, - This*Asslgnment or any of tha Ralatad Dacumante caasos to be in full foree and effact lincluding
failura o1 eny collgreral document 10 traste 5, valid and porfoctad seeurity interest or llan) at any time and for eny reason.

Desth or Insolvonoy. The dissolution of Grantor's lregardless of whot Jeetion to ¢ontinyg |8 made), any member
withdraws fram the limited liability compuny, or any other termination of Granlor's axistence 83 8 galng buginess or the
doath of any member, the Insolvency of Grantor, tha gppointment of & recsiver for any part of Grantor's property, any

+ esslgnment for the benetit of craditers, any type of ereditor workout, or the comm of any ing undar fny
' bonkruptey of insalvency laws by or sgalnst Grantor,
Groditar or Fortaiture P ir Ci wnt of forecloaura oe forfiture proceadings, whether by Judictel procasding,

oeif-help, repossesoion or any other method, by any creditor of Grantor or by any governmental agency sgainst the Rants or
‘any proparty securing the Indebtedness, This includea a gamishment of any of Grsntar's socounts, Including daposit
ccounts, with Lander, Howavar, this Event of Dafault shall not apply H there is a good falth dlapute by Gramer o3 1o tha
validhy or reasensblensss of the claim which ks the basls of the craditar or forfelturs prosaading nnd it Grantor gives Lender
written natlce of the oraditor of forfaiture procesding and deposits with Lender monies or a suraty bond for the creditor of
forfeitura precseding. In an amount datarmined by Lendar, In it 40l discretion, as boing an adaqunts rasarve or bong for the
dispute. (B . A B

. Exseution; Attachment. Any fon or eftachmont is (ovied ngainst tha Praperty, and such exscttion or atachmant I8 not
£01 aside, discharged or s1ayad within thirty (30} days aftar ha same iy lavied, s

Change In Zoning er Public Reatriction. Any. changa In any zoning ordinines o¢ tegulation or any other public restrlotion iz
ennctad, adoptad orimplemanud, that limits*or doflngs the-usax which may be made of tho Proparty such that tho PrRSANT
of intended wan of the Proparty, s spacitiad in the Releted Documants, would be in vislstion of such zoning ordinance or
regulation or publi¢ restriction, 84 chunged. i i .

Dotault Undsr Other Llen Docurams. A default cocurs under any othar mortgege, daed of trugt o security agreement
-. covetlng gl or any pertlon of tha Property.

Judgmant. Unless adoquaitely covarsd by Insurdnca ia the opinlon of Lander, the rritry of & final judgment for the paymant
. of monoy Involving more than tan thousand dollars (310,000.00) agsinet Grantar nnd tha Hailure by Grantor to discharge the
vaine, or cauge It 1o ke discharged, or banded off to Lender's gstiafaction, within thirty (30) days from the data of the order,
tiaoran or process undsr which or pursuorit to whieh such Judgment wag satarsd,

Pr;:perlif Damage or Loss. The Property is 1ast, stolen, substantially damagad, solkl, or borrowad against,

.+ Evente Affesting Guarantor. Any of the precoding events oocura whh respect 18 any Guarantor, of any other guarsntor,

: ondaraar, autety, or accommodation party of any'of the Indebtadness or any Guorantor, or any ather guarentor, endorser,

surety, or accommaodation party dles or bacomes incampetant, or revokes or dispuas the valldity of, or Habllity undar, any

Guuranty of tho Indabroednsse, In.the event of & duath, Lander, -8t (ts option, may, but ghsll not bo roquired to, permit the

. Guarantor's estate. 1o assume uncandltfenally thi ovligutions arlsing under tha guaranty In a manaar gstisfuctory to Londor,
#nd, In dolng 50, cure oy Evens of Defoult, + - - .

Advorse Changs, A materfal adierse i:hmgn.oc'curs ir’\l Grantor's financial condition, or Lender balisves the proapect of
paymant or parfor of the {ndshtadness & inpaired.

Cura Provisians. If ony defeult, othar than a default In paymant s cursbls and if Grantor hes net besn given o notice of »
braach’of the eame provision of this Asalgnmant within the preceding twelve {12) menths, It may bd cured (and ro gvertt of
dofaule will have orcurrad) if Grantor,'after recuiving wrltton notles frém Londer demanding eurs of such default: (1) cures
tho cofault within fifisan (15 Bays; or *(2) if the ure’requires mora than fifteon (18) days, Immodistely initiates srops
Wwhich Lordar deema In Landar's gole discration 1o be sutflelent 1 ¢urs the dafault and therenttar continues and complotes
all ble snd Y 010p4d sufficiont 1o produca compliancu as sean ns ressonably practical,

RIGHTS AND' AEMEDIES ON DEFAULT. Upon tha cceurran¢s of ainy Bvant of Defuult ond ot any time thorsafter, Lendsr may
exerclse any ona or mara of the Jollowing righta and ramodies, In addition to any other rihts of remadies provided by taw:

" Acoolorato Indebtedness. Lendlor shall hove the right at Itz optian without notics ta Grantor, the same balng oxprogsly
walved, w doclare the antire Indabtednees immadintaly due end pyable, including (If parmitad by applicabls law) eny
prapsyment penalty whioh Grantor would be required 1o pay.

Cofiect Rents. Lender shall have tha.right, without notlea to Grantor, ta take possession af the Property and colloot tha
Rents, fncluding amaunts paet due. and unpsid, snd apply the net procsads, over and above Lender's coats, dpeinst tha
Indebredness, -In furtherencs of this right, Lender shall have gl tha rights providad for In tha Lendar's Right o Recslve and
Collect Rents Sectlan, shove. if the Ronts are collacted by Lander, then Grantor irrevocably dasignates Londer pa Granrar's
attornay-in-fact 1o ondarse instrymonts recolvad in psyment thareof in the name of Grentor and 1o negotiate the sama antd
colleat tha procesds. Payments Ly fenants or othor usara %9 Lender In responge 10 Lender's demand shall satisty the

“obligations for ‘which tha pmyments &ee made, 'whether of not any'prapar grouncs for the oemand existed, Lender may
sxarcioe |ts rights under this subparegraph aither In pargon, by ogent, or through o recaiver,

- Appalnt Recelver. Lander shail have the right 1o make spplication 1o a eowrt of compatent juristiction ta hava a recaiver

@ppolntad 1o take posssnalon of all'or any part of the Property, with tha power to protect and prasorva the Property, 1o

. opernta tha Froperty prior to forgelosura or salo, and to ‘colioct'tha Rents from the Property nndd apply the peoceads. aver and

“#bave tha'coat of tha rageiverohip, ageinst the Indebtednacs. Londer shall have the right to have a recelvar appainted 1o

taka posgasoion of all or any part of tha Proporty, with the power 1o protect endd praserve tha Propeny, 1o oporate the

Property proceding forecloaure or salo, .end'to collect the Rents from tha Proparty and apply the procepds, ovar and abova

the <ot of tha recalvership, sgainat tha Indabiod Tha Ivor may sorve without bond If permitied by law, Londer's

" right to the appointmant of & recalvar ghall exist whather 6¢ ot the apparent valus of tha Property exceeds tha Indebtadness
by & substantiel smoynt, Employmant by Lender shall not disqualify a parson from serving ae & rocalvar,

", Other Romadles. Landar shall have ail'cirr';pr righta and terediae provided In this Asslgnmant or the Nota or by law.

Elaction of Romediss, Elsctian by Lander to pursus any romady shall not oxcluda pursyit af any othar remady, and an
eloction to make expandituron or ta take action to parform on obligation of Grantor undar this Asslgnment, ofter Grantor's
{silure pmfnﬂy\. shall not, affact Lendor's right to declare n_dnf_nult ond axergise ts remadiog.

* Axtornoys” Feos:.Exponses., If Lander Insttutes any suit-or action 1o enforce any of tha tarme of this Asslgnmant, Lender
shall ba entitiad to racover stch sum 09 the court moy adjudge reasonabla a# attorneys’ faes ot trinl and upan Bny apponl.
Whether or net any ¢ourt actlon is invalved, and to the axtant not prohibited by law, all raaconable oxpensas Lender incurs
thut in Lender's opinion are nacesssry at any time for tha pr ion of ite | or the onf nt of its righta shall
become & part of the Indabtadnods poyabla on demand and shall bear interast at the Mota rate from tha date of iha
dxpanditure umil ropald. Expenses covered by this paragraph Include, without timitation, however subject to any limits undar

v applicabls law, Lander's sttorneys’ foas snd Lendar's logal exponsey, whaether or not thero is o | It; Ingluding att vs'
© fees and oxpenses for bankruptey pracosdings (including efiors 1o modify or vacate any sutomstic sty or Injunction),
oppaals, and any antivipated postjudgment collactivn sarvices, the cost of searching records, obralning tide reports

o T T
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ASSIGNVMENT QOF RENTS
Loan No: 30017172 :((Continued) Page 5

Agslgnmant. The word “Assignment” means this ASSIGHMENT OF RENTS, ss this ASSIGNMENT OF RENTS may be
1z:rrr'w.umiecl or modifled from time 1o time, togathar with all axhibits and schodules attached 1o this ASSIGNMENT OF RENTS
om timd to timea.

Borrowar. The word "Borrower” means Knoxvilla Eye Surgery Center, LLC, 8 Tennesses Limited Liabillty Company.
Default. The word "Defauit* means the Default set forth In this Adsignment in the saction titied "Default®.

Event of Dafault. Tho worda "Event of Defeult™ meon Individually, collactively, and Interchangasbly any of tha events of
default sat forth in this Assignrent In the default section of this Asslgnment.

Grantor. Tha word "Grantor™ meana Knoxvills Eys Surgery Canter, LLC, a Tennoases Limited Lisbllity Compeny.

Guarantor. The word “Guurantor™ means any guargnwor, alraty, ar sccommmodation party of any or all of the Indabedness,
and, In sach case, Grentor's suncosscrs, 988igns, helrs, poraonal reprasontatives, wxecwlors and adminiatrotors of By
Quarsntar, suraty, or gucommadation party.

Guarenty. The word "Guarsnty” meens the guaranty from GQuarsntor, or eny other @uarantor, endarsar, gurety, ot
accommodatlon perty 1o Lander, including without limlation 2 guaranty of all or part of tha hoara,

Indabtedness. The word *Intdabtedness” mesna all princlpal, intarest, and other ameunts, coste and expenses payable under
the Note or Related Doouments, tegather with all wnowals of, extangiona of, modifications of, consolidations of ang
substitutiona for tha Note or Related Documnnts and any amayunts expended or sdvanced by Londer to dig¢harge Grantor's
chllgations or expeneds incurrad by Lender 1o enforce Grantor's obligations under this Aggignment, togsthar with Intorest on
such amounts o3 provided in this Assignmant, Specifieally, without limitation, Indebtedness Includas ell pmounts that may
ba indirctly securad by the Crose-Colintaralizetion provision of this Auslg £

Lendar. Tha word “Lender” maang Firet Tennassas Bank Natinnal Asgaciation, it successora and assigns.

Note, The word "Note” means tha promlssory note dated January 22, 2004, in the original principal amoent of
$500,000.00 from Grantor to Lendar, togather with &l renewals of, extansions of, modifications of, refinancinga of,
¢onsolidations of, and substtwiions for the pramissary note or agrasmart.

Proporty. The word "Progerty™ means all of Grantor's right, title and Intarast in and to all the Property as described in the
"Asslgnment” section of this Asslgnment,

Refated Doguménts. The werds "Relatad Documante™ masn all promissory notes, orodit agreemants, loan agreements,
environmontal agresmonta, guarAnTiss, security greemuents, morgapos, deeds of trust, security dosds, collateral mortgsgas,
and &l other Instrumants, agreemonts and decuments, whethar now or hereafter exlstng, sxasuted in connection with tha
Indebiedness, T

Remts. The word "Hents” means all of Grantor's prazsnt and Tutura dghts, tte and Intarest in, to and under any and alf
present ond future lensas, including, withaut limltation;, all rems, revanus, Incoms, issuvs, roymitlas, bonuses, atcounts
racelvable, ¢ath or ascurity duposits, sdvence rentals, profits and procoedo fram tha Property, and other psymants snd
benafits derived or to be derived from guch laasas af ovary kind and neturs, whather due now or Iatar, Ineluding without
limitation Grantor's right 10 enfaros suoh loadna and 10 récelve and collect payment and proceeds théreunger,

THE UNDERSIGNER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS ASSIGNMENT, AND NOT PERSONALLY
BUT AS AN AUTHORIZED SIGNER, HAS CAUSED THIS ASBIGNMENT TO BE SIGNED AND EXECUTED ON BEHALF OF
GRANTOR ON JANUARY 22, 2004,

GRANTOR:

RNDX E EYE SURG

"t W Manogor &
Tonnessea Limited Llabllity Campan

LIMITED LIABILITY COMPANY ACKNOWLEDGMENT

BTATE OH—N ]
% -
COUNTY OF N O ¥ _ _

’ ]
" Bétere e, OIS - (L)), / :&,‘;{O@» & Notary Public In and for Stato snd County,

porgonally appazred Lawronca G, Rauen, Chlet Managar of Knoxvills Eyn Surgery Center. LLC. a Tennazsea Limhed Lisbility
Company, with whom | am pacsonelly scquainted (or proved 1o me on the basis of aatlsfactory evidence), end who, upen oath,
scknowiadpad himsalt or horsell to ba a momber of Knaxvilla Eya Surgery Comter, LLC, & Tennosson LUimited Liablity Campany of
Knoxullls Eyo Surgary Conter, LLC, a Tonnasses Limited Linbfity Company, the withinnnmed borgainer, a Limited Linbility
Compsny. and that he or ahe 88 such membar exocuted the faragoling Instrurmant for the purposss thereln con ¥
the namea of the Limited Liabllity Company by himsalt or horsell a8 such member,

. v ..nvn.‘ .
WITNESS my hand ond soel ot offize, on ths &; dny of =IO “\QA-L,},Q.‘:.-"

e £

q O T IOV G
My Commlssion Expires: = S fotsry Public %., @ Heaaaan Q—O,. &
i b Y.“ .“\‘

""lm".n m"“

TR
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EXHIBIT A

SITUATED in District No. Six (6) of Knox County, Tennesses, and being Lot 5.00 of the
One Lot Subdivision of Capital Court, Unit 2, as shown by map of record in Map Cabinet
P, Slide 211B, in the Knox County Register's Office, said lot being more particularly
bounded and deseribed as follaws;

BEGINNING at an existing ivon rod in the exsterly line of Capital Drive, said iron rod
marking the common corner between the property herein described and Lot 4 of Capital
Court, Unit 1; thence fom said point of BEGINNING with the line of Lot 4, North 65
deg. OL min, 07 sec, East, 227,49 feet to an existing iron rod comer to Franklin Hill
Subdivision; thenee with Franklin Hill Subdivision, South 23 deg. 07 min. 00 sec. East,
586.17 feet to an existing iron rod; thence South 06 deg. 26 min, 12 scc, Hast, §0.33 feet
to an iron rod comer to F. S. Foster (Deed Book 1234, page 512); thence with the line of
Foster, North 79 deg. 45 min, 09 sec, West, 115.59 feet to a point; thenee South 77 deg.
55 min, 02 sec. West; 181,90 feet to an iron rod comer to Lot 5.01; thénce with the line
of Lot 5.01, North 23 deg. 07 min, 00 sec, West, 365.74 fect to an iron rod; thence
continning with Lot 5,01, North 60 deg. 08 min. 48 see. West, 50,00 feet to an iron rod in
the Eastern line of Capital Drive; thencs with the Bastern line of Capital Drive along the
are of ¢ curve to the left, having a radius of 275.00 feet, a chord bearing and distance of
North 10 deg, 30 min, 43 sec, East, 182.16 feet, and an arc distance of 185.66 feet to the
point of BEGINNING,

The foregoing description was prepared from the subdivision plat prepared by Gary C.
Clark, RLS No. 1329. The surveyor's address js Barge, Waggoner, Sumner & Cannon,
2400 First Tennesses Plaza, Knoxville, TN 37929,

BEING part of the same property conveyed to Knoxville Eye Surgery Center, LLC, &
Tennessee limited liability company, by Warranty Deed from Capital Court Venture,
dated June 26, 1998, of record in Deed Book 2290, page 1075, in the Knox County
Register’s Office.

AL
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Data:

P.001

Commercial Credit Document Checklist
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N USE: MEDICAL OFFICE

ZONING: PC—1

PARCEL.: 131LB005

WARD: 47

CITY BLOCK: 46348

PARKING SUMMARY:

PARKING PROVIDED: 83 SPACES
e SETBACKS:

25 50 FEET SiDE: 20
40 _py : 30"
SCALE: 1"=50 PERIPHERAL: 50'
BUILDING AREA: 18,072 SF (1 STORY)

PARCEL AREA: 2.57 ACRES

Design innovation
ARCHITECTS ¢ INTERIORS ¢ PLANNING

"
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RO

e

-

PROPOSED BUILDING

ANEW FACILITY FOR
KNOXVILLE EYE SURGERY CENTER, LLC

- — S W e -

ST W

15" SANITARY
SEWER EASEMENT
Ww.D. 1806, PG. 326
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KESC 2016 Patient Origin with Case Volumes by County

County # % Cum %
Knox 3,029 43.1% 43.1% PSA
Blount 919 13.1% 56.2%
Sevier 547 7.8% 64.0%
Loudon 468 6.7% 70.7%
Campbell 240 3.4% 74.1%
Anderson 238 3.4% 77.5%
Jefferson 211 3.0% 80.5%
Claiborne 200 2.8% 83.3%
Hamblen 186 2.6% 86.0%
Monroe 144 2.1% 88.0% SSA
Roane 134 1.9% 89.9%
Cocke 88 1.3% 91.2%
Grainger 84 1.2% 92.4%
Union 61 0.9% 93.2%
Cumberland 59 0.8% 94.1%
Greene 56 0.8% 94.9%
Morgan 50 0.7% 95.6%
Scott 47 0.7% 96.3%
McMinn 43 0.6% 96.9%
Hawkins 41 0.6% 97.5%
Sullivan 37 0.5% 98.0%
Fentress 26 0.4% 98.3%
Washington 22 0.3% 98.7%
Rhea 18 0.3% 98.9%
Hancock 15 0.2% 99.1%
Meigs 10 0.1% 99.3%
Hamilton 7 0.1% 99.4%
Putnam 5 0.1% 99.4%
White 5 0.1% 99.5%
Bradley 4 0.1% 99.6%
Unicoi 4 0.1% 99.6%
Carter 3 0.0% 99.7%
Davidson 3 0.0% 99.7%
VanBuren 3 0.0% 99.8%
Bledsoe 2 0.0% 99.8%
Obion 2 0.0% 99.8%
Overton 2 0.0% 99.8%
Williamson 2 0.0% 99.9%
Jackson 1 0.0% 99.9%
Johnson 1 0.0% 99.9%
Pickett 1 0.0% 99.9%
Polk 1 0.0% 99.9%
Rutherford 1 0.0% 99.9%
Sequatchie 1 0.0% 100.0%



Shelby
Smith
Warren

AL

GA

KY

NC

VA

Other States/Countries
Total - Outside TN

1
1
1
7,024

11
40

63
33
155

0.0%
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100.0%
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KESC 2016 Patient Origin with Case Yolumes by County

County % Cum %
Knox 3,029 43.1% 43.1% PSA
Blount 919 13.1% 56.2%
Sevier 547 7.8% 64.0%
Loudon 468 6.7% 70.7%
Campbell 240 3.4% 74.1%
Anderson 238 3.4% 77.5%
Jefferson 211 3.0% 80.5%
Claiborne 200 2.8% 83.3%
Hamblen 186 2.6% 86.0%
Monroe 144 2.1% 88.0% SSA
Roane 134 1.9% 89.9%
Cocke 88 1.3% 91.2%
Grainger 84 1.2% 92.4%
Union 61 0.9% 93.2%
Cumberland 59 0.8% 924.1%
Greene 56 0.8% 94.9%
Morgan 50 0.7% 95.6%
Scott 47 0.7% 96.3%
McMinn 43 0.6% 96.9%
Hawkins 41 0.6% 97.5%
Sullivan 37 0.5% 98.0%
Fentress 26 0.4% 98.3%
Washington 22 0.3% 98.7%
Rhea 18 0.3% 98.9%
Hancock 15 0.2% 99.1%
Meigs 10 0.1% 99.3%
Hamilton 7 0.1% 99.4%
Putnam 5 0.1% 99.4%
White 5 0.1% 99.5%
Bradley 4 0.1% 99.6%
Unicoi 4 0.1% 99.6%
Carter 3 0.0% 99.7%
Davidson 3 0.0% 99.7%
VanBuren 3 0.0% 99.8%
Bledsoe 2 0.0% 99.8%
Obion 2 0.0% 99.8%
Overton 2 0.0% 99.8%
Williamson 2 0.0% 99.9%
Jackson 1 0.0% 99.9%
Johnson 1 0.0% 99.9%
Pickett 1 0.0% 99.9%
Polk 1 0.0% 99.9%
Rutherford 1 0.0% 99.9%
Sequatchie 1 0.0% 100.0%



Shelby
Smith
Warren

AL

GA

KY
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VA

Other States/Countries
Total - Outside TN

1
1
1
7,024

11
40

63
33
155

0.0%
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100.0%
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100.0%
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KESC List of Additional Fixed and Moveable Equipment Needed

Moveable Equipment Qty Unit Price Extended Price

Anesthesia Cart 2 $ 995 $1,990
Autoclaves 4 $ 62,991 $251,963
Patient Monitors 8 $ 4,959 $39,672
Gas Modules / Passport 2 $ 2,149 $4,298
Surgical Microscope 2 $ 67,450 $134,900
Anesthesia Machines 1 $ 39,995 $39,995
Phaco Machine 1 $ 63,800 $63,800
Prep table 20 X 20 X 34(w/ shelf) 2 $ 400 $800
Stool- physician operating 2 3 750 $1,500
Visual monitor for ORs 6 $ 450 $2,700
Back Table 24 X 48 X 30 w/ shelf 2 $ 400 $800
Stretchers - Regular 4 $ 6,518 $26,072
Stretchers - Bariatric 5 $ 7,199 $35,995
Total Moveable Equipment Costs $604,484
Fixed Equipment Qty Unit Price Extended Price

[OR Lights 6 |$ 108,460 | $650,814]
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ANCHOR

HEALTH PROPERTIES

Knoxville Eye Surgery Center
New 6-OR Outpatient Surgery Center
Project Budget

February 1, 2017
To Whom It May Concern,
Below is the project budget outlining the costs to construct a new, 6 operating room

outpatient surgery center for Tennessee Valley Eye Center (Knoxville Eye Surgery
Center, LLC).

TVEC ASC Project Budget
Architectural and Engineering Fees $371,518.11
Legal, Admin and Consulting Fees $283,287.25
(excluding CON Fee)
Site Prep Costs $677,783.04
Construction Costs $ 3,890,825.80
Contingency (5% of Site Prep and $224,555.39
Construction Costs)

TOTAL $ 5,447,969.59

Best Regards,

DYy /5

Jonathan L. Nelson
jnelson@anchorhealthproperties.com
(434) 989-7138

WILMINGTON, DE - KNOXVILLE, TN + NASHVILLE, TN - CHARLOTTESVILLE, VA - WASHINGTON, DC

PMB 344 - 977 SEMINOLE TRAIL +- CHARLOTTESVILLE, VA 22901 + 434,293.8004



DIA

DesignInnovation

ARCHITECTS + INTERIORS + PLANNING

February 2, 2017

Ms. Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
500 Deadrick Street, Suite 850

Nashville, TN 37243

Re: Knoxville Eye Surgery Center, LLC~ Knoxville, TN:
TENNESSEE VALLEY EYE Center Relocation — Verification of Estimated Construction Costs

Dear Ms. Hill:

| am serving as the Senior Project Architect for Design Innovation Architects, the architects for the subject
project. The proposed project is to construct a new 18,500 square feet 1-story ambulatory surgery center
located at 140 Capital Drive, Knoxville, TN. The center shall replace the existing ambulatory surgery center
currently operating on the second floor of the adjacent 2-story Tennessee Valley Eye Center also jocated
at 140 Capital Drive.

The center shall include all site related impravements for patient and staff parking, covered drop-off/pick-
up area, a small and separate out building for medical gases, compressed air, and vacuum systems. The
electrical transformer and new emergency generator will also be located near the out building on concrete
pads. '

The center shall consist of six {6) Class C operating rooms and the associated twelve (12) pre-op bays and
twelve (12) recovery bays. All building code required support spaces customary for surgery centers are
included as delineated on the attached drawings.

We have reviewed the construction cost estimates developed for the Knoxville Eye Surgery Center
relocation project on Capital Drive, Knoxville, TN. The construction cost estimate of $3,890,826.00
includes the building and interior build-out of the entire project.

It is our professional opinion that the construction cost proposed is consistent with historical data based
on similar type projects. It is important to note that our opinion is based on normal market conditions,
price escalation, etc.

402 S. Gay Street, Suite 201, Knoxville, TN 37902 ph 865.637.8540 or 865.291.2221 fx 865.544.3840 www.dia-arch.com
Excellence 'H'nfough service and alo;ign




The project will be developed under the current codes and standards enforced by the State of
Tennessee and the City of Knoxville as follows:

State of Tennessee

2012
2012
2012
2012
2012
2012
2012
2011
2012
2010
2010
2007
2012
2009

International Building Code
International Fire Code

International Fuel Gas Code
International Plumbing Code
International Mechanical Code
International Gas Code

NFPA 1, Excluding NFPA 5000

National Electric Code

international Energy Conservation Code
AIA Guidelines for Design & Construction of Health Care Facilities
Americans with Disabilities Act

ASHRAE Handbook of Fundamentals
NFPA 101 Life Safety Code

ICC/ANSI A117.1

City of Knoxville

2012
2012
2012
2012
2012
2012
2012
2011
2012
2010
2010
2007
2012
2009
2011
2012
2012

International Building Code

International Fire Code with local amendments
International Fuel Gas Code

International Plumbing Code

International Mechanical Code

International Gas Code

NFPA 1, Excluding NFPA 5000

National Electric Code

International Energy Conservation Code

AlA Guidelines for Design & Construction of Health Care Facilities
Americans with Disabilities Act

ASHRAE Handbook of Fundamentals

NFPA 101 Life Safety Code

ICC/ANSIA117.1

National Electric Code

Green Construction Code (pending adoption)
International Performance Code

Knoxville Code of Ordinances: Chapter 6 Buildings and Building Regulations, Article 1. Section 6-

5. Fire District
City of Knoxville Zoning Ordinance (with Amendments)



If you have any questions regarding the project, please feel free to contact me anytime.

Sincerely,

Richard A. Norris, AlA
Senior Project Architect
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P FIRST TENNESSEE.

February 6, 2017

Erik Garkovich

First Tennessee Bank, National Association
800 S. Gay St— 5" Floor

Knoxville, TN 37929

Melanie Burgess

Knoxville Eye Surgery Center LLC
140 Capital Drive —Ste 220
Knoxville, TN 37922

Re: Knoxville Eve Surgery Center LLC — Ambulatory Surgery Center Construction Loan

Dear Melanie:

Thank you for the relationship you have had with First Tennesse¢ Bank since 1999 and allowing
us to partner with Knoxville Eye Surgery Center LLC on all of your financing needs. Thank you
also for allowing First Tennessee Bank the opportunity to work with you on the renovation of
your existing building and to provide financing on the new adjacent ambulatory surgery center.

You have provided the bank with an updated project budget which includes total project costs of
$7,063,651 associated with the project. It is our intention to finance 100% of these costs. The
bank is offering an interest only construction period of up to 12 months followed by 180
principal and interest payments based on a 25 year amortization.

If you have any questions, please feel free to call me at (865) 971-2240.

Thanks,

Erik Garkovich
Vice-President



Attachment B.Economic Feasibility.E.3



KESC Highest Volume Procedures with Gross Charge and Medicare Payment Rates

Procedure
66984
66821
66982
67042
65756
67108
15823
67036
66761
66986
67880
67840
67121
66183
67904
67040
67041
67113
67228
65755
67010
67924
65426
66180
66710

Quick Description
Phaco w/ I0OL
YAG Laser Capsulotomy
Phaco w/ IOL - Complex
Vitrectomy; Internal Membrane
DSAEK/DMEK
Retinal Detachmt w/ Vitrectomy
Blepheroplasty - Upper
Vitrectomy, Pars Plana Approach
Iridotomy/Iridectomy by Laser Surgery
Exchange of IOL
Construction of Intermarginal Adhesions
Excision of Lesion of Eyelid
Removal of IOL Posterior
Mini Express Shunt
Repair of Blepharoptosis (Tarso)
Vitrectomy with Endolaser
Vitrectomy; Preretinal Membrane
Retinal Detachment Complex
Indirect Laser
Keratoplasty (Corneal Transpiant)
Removal of Vitreous, Anterior Approach
Repair of Entropian; Extensive
Excision or Transposition of Pterygium
Aqueous Shunt
Ciliary Body Destruction

B2 2 SV B V2 S V) BV B 72 T V0 Y2 I U0 R 7 S V0 SV R Vo S Vo N Vo R V5 SV R Vo N Vo SV, S VS W T, ¥, Y

Gross Charge
2,590
774
2,590
4,135
4,110
3,370
2,080
2,890
700
2,590
1,575
950
1,950
4,500
1,870
3,370
4,135
4,135
960
3,355
2,030
1,370
2,230
4,000
1,490

Medicare Rate

RV2 N2 V2 S V5 SV S Ve V2 I V2 I Vo B 7 S ¥, S ¥ SV SR Vo S Vo S Vo S Vo SV, S 7 S ¥ S 7, S T, S T, W 7, 7,

850
214
840
1,572
1,572
1,572
532
821
157
793
477
158
816
1,572
572
1,572
825
1,572
156
1,572
489
669
686
1,572
664
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NOVINGER, BALL & Zm, P.C.

JEFFREY H. NOVINGER, CPA CERTIFIED PUBLIC ACCOUNTANTS AREA CODE 865
ROGER L. BALL, CPA (Retired) PHONE: 584-1184
RICHARD I. ZIV1, JR., CPA 4110 SUTHERLAND AVENUE FAX: 558-6192
KATHRYN S. BULMER, CPA WWW.NBZHOME.COM
LUCINDA J. SEGERS, CPA KNOXVILLE, TN 37919

KIMBERLY M. PETERS, CPA
TERRY R. HALL, JR., CPA
BRADLEY E. STOOKSBURY, CPA

To the Members

Knoxville Eye Surgery Center, LLC
d/b/a/ Tennessee Valley Eye Center
Knoxville, Tennessee

Management is responsible for the accompanying financial statements of Knoxville Eye Surgery
Center, LLC d/b/a Tennessee Valley Center, which comprise the balance sheet as of December 31, 2016,
and the related statement of income and members’ equity for the year then ended in accordance with
accounting principles generally accepted in the United States of America. We have performed a
compilation engagement in accordance with Statements on Standards for Accounting and Review
Services promulgated by the Accounting and Review Services Committee of the AICPA. We did not
audit or review the financial statements nor were we required to perform any procedures to verify the
accuracy or completeness of the information provided by management. Accordingly, we do not express
an opinion, a conclusion, nor provide any form of assurance on these financial statements.

Management has elected to omit substantially all of the disclosures and the statement of cash
flows required by accounting principles generally accepted in the United States of America. If the
omitted disclosures and the statement of cash flows were included in the financial statements, they might
influence the user’s conclusions about the Company’s financial position, results of operations, and cash
flows. Accordingly, the financial statements are not designed for those who are not informed about such
matters.

Accounting principles generally accepted in the United States of America require that fixed assets
be depreciated over their estimated useful lives. The Company has computed depreciation on property
and equipment in accordance with the Modified Accelerated Cost Recovery System required for federal
income tax purposes, which does not allocate depreciation expense over the estimated useful lives of the
assets. The effects of this departure from accounting principles generally accepted in the United States of
America have not been determined.

Supplementary Information

The supplementary information contained in Schedules 1-5 is presented for purposes of additional
analysis and is not a required part of the basic financial statements. This information is the representation
of management. The information was subject to our compilation engagement, however, we have not

audited or reviewed the supplementary information and, accordingly, do not express an opinion, a
conclusion, nor provide any form of assurance on such supplementary information.

‘ﬁw-mlﬁﬁ,m)j ﬁa,u,wgwdlﬁc.

February 8, 2017



KNOXVILLE EYE SURGERY CENTER, LLC

d/b/a/ TENNESSEE VALLEY EYE CENTER

BALANCE SHEET

December 31, 2016

ASSETS

CURRENT ASSETS

Cash

Accounts receivable $1,269,452

Less estimated uncollectible accounts 138,319

Inventory - at cost

Prepaid expenses

TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT - at cost

Land $1,426,260

Building 4,694,045

Equipment 2,642,375

$8,762,680

Less accumulated depreciation 4,240,866

OTHER ASSET- goodwill, net of amortization
LIABILITIES AND EQUITY

CURRENT LIABILITIES

Accounts payable

Accrued wages and taxes

Retirement plan contribution payable

Notes payable

Current portion of long-term debt

TOTAL CURRENT LIABILITIES

LONG-TERM DEBT- less current portion

MEMBERS' EQUITY

See accountants’ compilation repott.

$1,134,812

1,131,133
310,065
117,307

$2,693,317

4,521,814

34,806

_57.240,937_

$ 682,773
135,967
134,539
369,142
178,885

$1,501,306

332,163

5,416,468

_87.249.937_



KNOXVILLE EYE SURGERY CENTER, LLC
d/b/a TENNESSEE VALLEY EYE CENTER

STATEMENT OF INCOME AND MEMBERS’ EQUITY

For the year ended December 31, 2016

Revenue - facility fees net of adjustments

Less:
Direct costs
Transplant tissue

Expenses:
Salaries
Bank charges
Business entertainment
Computer expense
Contract wages
Depreciation and amortization
Dues and subscriptions
Insurance
Interest expense
Laundry and uniforms
Medical reimbursement plan
Medical supplies
Meetings and seminars
Not otherwise classified
Office supplies
Payroll taxes
Professional fees
Reimbursed expenses
Rent
Repairs and maintenance
Retirement plan contribution
Taxes and licenses
Telephone
Utilities

Other income:
Net income - rental operations
Net income - optical operations

Members' equity at January 1, 2016
Member's capital contribution
Members' withdrawals (net)

See accountants’ compilation report.

2,348,409
1,039,301

$11,173,947

3,387,710

$2,761,832
32,075
45,718
62,430
103,922
246,236
11,671
233,009
40,775
91,058
23,607
460,829
14,435
13,809
91,159
204,909
63,514
(109,145)

22,700
322,590
223,664
79,210
40,691
80,328

$ 7,786,237

5,161,026

NET OPERATING INCOME

$ 23,455
208,195

$ 2,625,211

231,650

NET INCOME

MEMBERS' EQUITY AT DECEMBER 31, 2016

$ 2,856,861

4,691,066
422,092

(2,553,551)
$ 5,416,468



KNOXVILLE EYE SURGERY CENTER, LLC
d/b/a TENNESSEE VALLEY EYE CENTER

SCHEDULE 1 - STATEMENT OF INCOME - RENTAL OPERATIONS

For the year ended December 31, 2016

Rental income $263,886
Expenses:

Depreciation $45,072

Insurance 6,027

Interest expense 1,216

Management fees 14,252

Repairs and maintenance 74,331

Taxes 42,113

Utilities 57,420 240,431

NET INCOME $ 23,455

See accountants’ compilation report.



KNOXVILLE EYE SURGERY CENTER, LLC
d/b/a TENNESSEE VALLEY EYE CENTER

SCHEDULE 2 - STATEMENT OF INCOME — OPTICAL OPERATIONS

For the year ended December 31, 2016

Sales $1,261,993

Cost of sales:

Inventory at January 1, 2016 $ 83,335
Purchases 634,394
_ $717,729
Less inventory at December 31, 2016 97,971 619,758

GROSS PROFIT $ 642,235

Expenses:
Salaries $277,397
Bank charges 37,405
Depreciation 5,633
Insurance 12,123
Medical reimbursement plan 3,394
Not otherwise classified 5,996
Office supplies 6,966
Payroll taxes 20,692
Rent - premises 44,130
Repairs and maintenance 12,730
Retirement plan contribution 20,587
Taxes and licenses 5,523
Telephone 9,916
Utilities 7,178
Allocated overhead (35,630) 434,040

NET INCOME $ 208,195

See accountants’ compilation report.



KNOXVILLE EYE SURGERY CENTER, LLC

d/b/a TENNESSEE VALLEY EYE CENTER

SCHEDULE 3 - COMPARATIVE STATEMENT OF INCOME

For the years ended December 31, 2016 and 2015

December 31, Increase
2016 2015 (Decrease)
Revenue $ 11,173,947 $ 10,790,748 $ 383,199
Less:
Direct costs 2,348,409 2,616,262 (267,853)
Transplant tissue 1,039,301 1,131,047 (91,746)
$ 7,786,237 $ 7,043,439 $ 742,798
Expenses:
Salaries $ 2,761,832 $ 2,678,578 $ 83,254
Bank charges 32,075 24,303 7,772
Business entertainment 45,718 25,296 20,422
Computer expense 62,430 47,823 14,607
Contract wages 103,922 150,202 (46,280)
Depreciation and amortization 246,236 228,169 18,067
Dues and subscriptions 11,671 37,614 (25,943)
Insurance 233,009 217,163 15,846
Interest expense 40,775 36,752 4,023
Laundry and uniforms 91,058 85,580 5,478
Medical reimbursement plan 23,607 53,647 (30,040)
Medical supplies 460,829 372,118 88,711
Meetings and seminars 14,435 19,719 (5,284)
Not otherwise classified 13,809 5,943 7,866
Office supplies 91,159 98,840 (7,681)
Payroll taxes 204,909 202,558 2,351
Professional fees 63,514 68,831 (5,317)
Reimbursed expenses (109,145) (120,935) 11,790
Rent 22,700 28,741 (6,041)
Repairs and maintenance 322,590 394,586 (71,996)
Retirement plan contribution 223,664 189,002 34,662
Taxes and licenses 79,210 85,110 (5,900)
Telephone 40,691 37,065 3,626
Utilities 80,328 82,142 (1,814)
$ 5,161,026 $ 5,048,847 $ 112,179
NET OPERATING INCOME §$ 2,625,211 $ 1,994,592 $ 630,619
Other income 231,650 197,959 33,691
NET INCOME $ 2,856,861 $ 2,192,551 $ 664310

See accountants’ compilation report.

=6z



KNOXVILLE EYE SURGERY CENTER, LL.C
d/b/a TENNESSEE VALLEY EYE CENTER

SCHEDULE 4 - COMPARATIVE STATEMENT OF INCOME — RENTAL OPERATIONS

For the years ended December 31, 2016 and 2015

December 31, Increase
2016 2015 (Decrease)

Rental income $ 263,886 $263,396 $ 490

Expenses:

Depreciation $ 45072 $ 45758 $ (686)
Insurance 6,027 6,521 (494)
Interest expense 1,216 3,120 (1,904)

Management fees 14,252 14,203 49
Repairs and maintenance 74,331 90,361 (16,030)
Taxes 42,113 41,996 117
Utilities 57,420 58,491 (1,071)

$ 240431  $260,450  $(20,019)

NETINCOME § 23,455 $ 2946 $ 20,509

See accountants’ compilation report.



KNOXVILLE EYE SURGERY CENTER, LLC
d/b/a TENNESSEE VALLEY EYE CENTER

SCHEDULE 5 - COMPARATIVE STATEMENT OF INCOME — OPTICAL OPERATIONS

For the years ended December 31, 2016 and 2015

December 31, Increase
2016 2015 (Decrease)
Sales $1,261,993 $1,318,934 $ (56,941)
Cost of sales 619,758 683,421 (63,663)

GROSS PROFIT $§ 642,235 $ 635,513 $ 6,722

Expenses:

Salaries $ 277,397 $ 272,005 $ 5,392

Bank charges 37,405 35,335 2,070

Depreciation 5,633 5,720 &7
Insurance 12,123 12,847 (724)
Medical reimbursement plan 3,394 5,240 (1,846)
Not otherwise classified 5,996 7,554 (1,558)
Office supplies 6,966 8,474 (1,508)
Payroll taxes 20,692 20,617 75

Rent - premises 44,130 44,280 (150)
Repairs and maintenance 12,730 14,656 (1,926)
Retirement plan contribution 20,587 25,482 (4,895)
Taxes and licenses 5,523 6,557 (1,034)
Telephone 9,916 9,930 (14)
Utilities 7,178 7,311 (133)
Allocated overhead (35,630) (35,508) (122)

$ 434,040 $ 440,500 $ (6,460)

NET INCOME §$ 208,195 $§ 195,013 $ 13,182

See accountants’ compilation report.
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STATE OF TENNESSEE
DEPARTMENT OF HEALTH
OFFICE OF HEALTH LICENSURE AND REGULATION
EAST TENNESSEE REGION
7175 STRAWBERRY PLAINS PIKE, SUITE 103
KNOXVILLE, TN 37914

October 23, 2015

Ms. Melanie B. Burgess, Administrator
Knoxville Eye Surgery Center, LLC
140 Capital Drive, Suite 2

Knoxville, TN 37922

Provider # 44C0001089
Dear Ms. Burgess:

The East Tennessee Regional Office of Health Care Facilities conducted a recertification
survey on August 10 — 11 and 28, 2015. A Health desk review of your plan of
correction for the deficiencies cited as a result of the survey was conducted on October
2, 2015. Fire Safety desk review was conducted on October 12, 2015. Based on the
reviews, we are accepting your plan of correction and your facility is in compliance with
all participation requirements as of September 18, 2015.

If you should have any questions, please contact the East Tennessee Regional Office at
(865) 594-9396.

Si ely,

|nf:er Vi ’ ‘:j

A g S [ ;/ﬁ o
Karen B. Kirby, R.N.
Regional Administrator

East TN Health Care Facilities

. KBK:cvb
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Interview with the Sterile Central Supply e %-HLL .ﬂa;{zj_,
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Sterile Central Supply Room, confirmed the L= " o W
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8/11/15 at 2:20 PM, in the DON office, confirmed 2 bl -~ el WC/ZLS
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Any deficiency statement ending with an asléﬁskn'(;*g denotes a deficiency which the institution may be excused from correcting providing it is determined that
other safeguards provide sufficient protecti atients. (See instructions.) Except for nursing homes, the findings stated above are disclosable 20 days

following the date of survey whether or not a plan of correction is provided. For nursing homes, the above findings and plans of correction are disclosable 14
days following the date these documents are made available to the facility. If deficiencies are cited, an approved plan.of correction is requisite to continued

program participation.
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This Rule is not met as evidenced by:

During an Annual licensure survey conducted on
August 10-11, 2015, at Knoxville Eye Surgery
Center, no deficiencies were cited under
1200-8-10, Ambulatory Surgery Treatment
Centers.
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During the annual recertification survey on
8/28/15, the Knoxville Eye Surgery Center had no
deficiencies cited in the Life Safety Code 2000
Ambulatory Surgical Center existing regulations.
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Any deficlency statement ending with an aster?{ (*)Henotes a deficiency which the institution may be excused from correcting providing it is determined that

other safeguards provide sufficient protection o

tients. (See instructions.) Except for nursing homes, the findings stated above are disclosable 90 days

following the date of survey whether or not a plan of correction is provided. For nursing homes, the above findings and plans of correction are disclosable 14
days following the date these documents are made available to the facility. If deficiencles are cited, an approved plan of correction is requisite to continued
program participation.
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NAME OF PROVIDER OR SUPPLIER

KNOXVILLE EYE SURGERY CENTER, LLC

STREET ADDRESS, CITY, STATE, ZIP CODE

140 CAPITAL DRIVE, SUITE 2
KNOXVILLE, TN 37922

(1) The administration of every facility shall have
in effect and available for all supervisory
personnel and staff, written copies of the
following required disaster plans for the
protection of all persons in the event of fire and
other emergencies for evacuation to areas of
refuge and/or evacuation from the building. A
detailed log with staff signatures of training
received shall be maintained. All employees shall
be trained annually as required in the following
plans and shall be kept informed with respect to
their duties under the plans. A copy of the plans
and the specific emergency numbers related to
that type of disaster shall be readily available at
all times. Each of the following plans shall be
exercised annually:

(d) Earthquake Disaster Procedures Plan:
1. Staff duties;

2. Evacuation procedures;

w

. Safety procedures;

N

. Emergency services.

This Rulé is not met as evidenced by:
Based on record review, the facility failed to
conduct earthquake drills annually.

The findings include:

Record review on 8/28/15 at 1:30 pm revealed
that the facility failed to exercise earthquake drills
annually. There was no documentation to
indicate an earthquake drill has been conducted
since 2011.
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This finding was verified and acknowledged by

the executive director during the exit interview on
8/28/15.
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State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

March 1, 2017

Melanie Burgess

Knoxville Eye Surgery Center, LLC
140 Capital Drive

Knoxville, TN 37922

RE: Certificate of Need Application -- Knoxville Eye Surgery Center, LLC., d/b/a Tennessee

Valley Eye Center - CN1702-010

The replacement of an ambulatory surgical treatment center (ASTC) to be located at 160
Capital Drive, Knoxville (Knox County), TN. The proposed replacement ASTC will
expand from four operating rooms to six operating rooms and will continue to function as
single specialty ophthalmology ASTC. The estimated project cost is $7,063,651.

Dear Ms. Burgess:

~

This is to acknowledge the receipt of supplemental information to yoﬁr ai)plicatidn for a
Certificate of Need. Please be advised that your application is now considered to be complete by
this office.

Your application is being forwarded to Trent Sansing at the Tennessee Department of Health for
Certificate of Need review by the Division of Policy, Planning and Assessment. You may be
contacted by Mr. Sansing or someone from his office for additional clarification while the
application is under review by the Department. Mr. Sansing’s contact information is
Trent.Sansing@tn.gov or 615-253-4702.

In accordance with Tennessee Code Annotated, §68-11-1607, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on March 1, 2017. The first 60
days of the cycle are assigned to the Department of Health, during which time a public hearing
may be held on your application. You will be contacted by a representative from this Agency to
establish the date, time and place of the hearing should one be requested. At the end of the 60-day
period, a written report from the Department of Health or its representative will be forwarded to
this office for Agency review. You will receive a copy of their findings. The Health Services and
Development Agency will review your application on June 28, 2017.



Ms. Burgess
March 1, 2017
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(1)  No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive
Director and a written summary of such communication shall be made part of the
Certificate of Need file.

(2)  All communications between the contact person or legal counsel for the applicant
and the Executive Director or agency staff after an application is deemed complete
and placed in the review cycle are prohibited unless submitted in writing or
confirmed in writing and made part of the Certificate of Need application file.
Communications for the purposes of clarification of facts and issues that may arise
after an application has been deemed complete and initiated by the Executive
Director or agency staff are not prohibited. -

Should you have questions or require additional information, please contact me.
Sincerely, .

Melanie M. Hill

Executive Director

cc: Trent Sansing, TDH/Health Statistics, PPA



State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway
Nashville, Tennessee 37243

FROM: Melanie M. Hill /‘%J?‘//M/"

Executive Director
DATE: March 1, 2017

RE: Certificate of Need Application
Knoxville Eye Surgery Center, LLC., d/b/a Tennessee Valley Eye
Center - CN1702-010

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a sixty (60) day review period to begin on March 1, 2017 and
end on May 1, 2017.

Should there be any questions regarding this application or the review cycle, please contact this
office.

Enclosure

cc: Melanie Burgess






State of Tennessee

Health Services and Development Agency!u'L~l

Andrew Jackson Building, 9th Floor, 502 Deaderick Street, Nashville, TN
37243

www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

B 107171025

LETTER OF INTENT

The Publication of Intent is to be published in the Knoxville News Sentinel, which is a newspaper of

general circulation in Knox County, Tennessee, on or before February 10, 2017, for one day.
(County) (Month/Day) (Year)

This is to provide official notice to the Health Services and Development Agency and all interested parties,

in accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development
Agency, that:

Knoxville Eye Surgery Center, LLC, d/b/a Tennessee Valley Eye Center, single specialty ambulatory
(Name of Applicant) (Facility Type— Existing)

surgical treatment center owned by: Knoxville Eye Surgery Center, LLC with an ownership type of Limited

Liability Corporation and to be managed by: Knoxville Eye Surgery Center, LLC intends to file an

application for a Certificate of Need for: a replacement ambulatory surgical treatment center to be located

at 160 Capital Drive, Knoxville, TN 37922. The replacement ASTC will be expanded from four operating

rooms to six operating rooms and will continue to function as a single specialty ophthalmology ambulatory

surqical treatment center. No new services are being initiated. The proposed project cost is $7,063,651.

The anticipated date of filing the application is: February 15, 2017

The contact person for this project is Melanie B. Burgess Administrator
(Name) (Title)
Who may be reached at; Knoxville Eye Surgery Center, LLC 140 Capital Drive
(Company Name) (Address)
~_Knoxville ., _TIN ~, 37922 (865) 251-0338
(City) __(State) (Zip Code) (Phone Number)

February 8. 2017 melanieb@tveyecenter.com
(Date) (E-mail Address)

(Signature)

1
The Letter of Intent must be filed in Tripliedte and received between the first and tenth day of the month. If
the last day for filing is a Saturday, Sunday, or State Holiday, filing must occur on the previous business
day. File this form at the following address:
Health Services and Development Agency
Andrew Jackson Building, 9*" Floor




502 Deaderick Street
Nashville, Tennessee 37243

FEB 101710225

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1).
(A) Any health care institution wishing to oppose a Certificate of Need application must file a written
notice with the Health Services and Development Agency no later than fifteen (15) days before the
regularly scheduled Health Services and Development Agency meeting at which the application is
originally scheduled; and (B) Any other person wishing to oppose the application must file written

objection with the Health Services and Development Agency at or prior to the consideration of the
application by the Agency.
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Knoxville Eye Surgery
Center, LLC d/b/a
Tennessee Valley Eye
Center

CN1702-010
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SUPPLEMENTAL #1

1:::_'E_Fe-lsruargur 27, 2017
740:46 am

& (- ' Tennessee Valley @
) EyeCenter -

Advanced Surgery and Eye Care

February 24, 2017

Mr. Philip Earhart, HSD Examiner

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

Re: Certificate of Need Application CN1702-010
Knoxville Eye Surgery Center, LLC d/b/a Tennessee Valley Eye Center

Dear Mr. Earhart:

Enclosed please find our response to your request for supplemental information regarding CN1702-010.
Please do not hesitate to contact me if you have additional questions or need additional information.
We appreciate your consideration of our application.

Regards,

\ e '

Melanie B. Burgess
Administrator

140 Capital Drive - Knoxville, Tennessee - 37922
(865) 251.0338 - www.tveyecenter.com
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STATE OF TENNESSEE

COUNTY OF l(l\/ﬁ X

NAME OF FACILITY: Knoxville Eve Surgery Center, LLC

[, Melanie B. Burgess, after first being duly sworn, state under oath that | am the

applicant named in this Certificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.
\\MQM%Q

Signature/Title

Sworn to and subscribed before me, a Notary Public, this the 24 day of rﬁbe?f‘V 20 17‘
witness my hand at office in the County of ‘(ﬂDY

, State of Tennessee

My commission expires Af?/‘."/ 2 g , 2020 .

HF-0043

A (J
- ‘e
- o 3 >
- F) s -
e { % -
. - i i -
Revised 7/02 - : H -
- % - -
. -
e, ) <
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State of Tennessee )

Health Services and Development Agencly*:'
Andrew Jackson Building, 9t" Floor
www.tn.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

February 24, 2017

Melanie B. Burgess

Knoxville Eye Surgery Center, LLC
140 Capital Drive

Knoxville, TN 37922

RE: Certificate of Need Application CN1702-010
Knoxville Eye Surgery Center, LLC d/b/a Tennessee Valley Eye Center

Dear Ms. Burgess:

This will acknowledge our February 15, 2017 receipt of your application for a Certificate
of Need for a replacement ambulatory surgical treatment center (ASTC) to be located at
160 Capital Drive, Knoxville (Knox County), TN. The proposed replacement ASTC will
expand from four operating rooms to six operating rooms and will continue to function
as single specialty ophthalmology ASTC.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office.

Please submit responses in triplicate by 12 PM, Monday February 27, 2017. If the
supplemental information requested in this letter is not submitted by or before this
time, then consideration of this application may be delayed into a later review cycle.

1. Section A, Executive Summary, A. Overview

The referenced listing of current physician owners listed in Attachment
A3.A2A.is noted. However, it appears John C. Hoskins, MD’s license expired
November 30, 2016. Please clarify.

In reviewing the list of owners shown in Attachment A.3.A.2a, John Hoskins is
not listed. A duplicate of the current ownership listing is attached as
Attachment 1A. It may be that the list being referenced is an exhibit to the
Operating Agreement, which was attached as Attachment A.4.B. Please note
that the list of owners attached to the Operating Agreement is not current, but
rather was current at the time that the Operating Agreement was signed. Several



Ms. Melanie Burgess
February 24, 2017

Page 2

physicians who were on that listing have since retired (as has John Hoskins,
MD) and their licenses expired. For the current list of owners, please use the list
shown in Attachment A.3.A.2a, which is also attached to these Supplemental
Responses as Attachment 1A.

The applicant refers to a listing of current physician owners of KESC. However,
there appears to be some owners who are not licensed. Please clarify.

It appears that the older list that is an exhibit of the Operating Agreement is
being referenced. Please refer to the current list, which does not include any
retired physicians and is updated to reflect the current owners, all of whom are
licensed. The list was included in the original application under Attachment
A.3.A.2a, and is included in these Supplemental Responses as Attachment 1A.

The applicant refers to Attachment A.3.A.2b. However, the attachment could not
be located in the application. Please clarify.

The referenced attachment was missed in error. The patient origin by county and
service area calculation is attached as Attachment 1B.

Section A, Executive Summary, B. Rationale for Approval (1) Need

It is noted in 2016 KESC performed 2,293 cases per operating room. Please
clarify if this is per calendar year or fiscal year 2016.

This is neither calendar year nor fiscal year, but rather the 12-month reporting
period for the most current publicly available Tennessee Joint Annual Reports
for Ambulatory Surgical Treatment Centers, which was July 1, 2014 - June 30,
2015. In the summary of statement of need, it was stated in error that the 2,293
cases per operating room were performed in 2016. It should have stated that the
2,293 cases per operating room were performed during the last reporting period
for Joint Annual Reports that is publicly available.

For the sake of clarity, KESC’s fiscal year matches the calendar year. If the same
calculation is performed for the calendar/fiscal year 2016, the total is 2,397
surgical cases per operating room (9,589 total surgical cases, divided by four
operating rooms).

Section B, Need Item 1(Specific Criteria ~ASTC) Question #1 Need

It is noted the applicant has one procedure room that performed 1,002
procedures in 2016. Please address the need for this procedure room in Year One
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and Year Two of the proposed project using the 1,867 case per procedure room
need criteria.

During the calendar year 2016, KESC performed 1,002 procedures in the procedure
room. It is estimated that number will grow in 2017 to 1,041, and then in the first
two years of the project will be 1,082 and 1,124. These volumes reflect a growth
rate that maiches the projected growth in the age 65+ population for the primary
service area, which is growing at approximately 3.8% per year for the next five
years.

At the estimated volumes in each of the first two years of the project, the
utilization for the procedure room is projected to be:

Project Year 1 - 57.95%

Project Year2 - 60.2%

While the optimum utilization of the procedure room is not expected to be met,
the procedure room is important to KESC’s ability to be able to provide the full
complement of ophthalmology surgical services. The procedure room is only used
for YAG laser procedures, which are routinely required to treat post-cataract
surgery posterior capsular opacification, some types of acute angle-closure
glaucoma, eye floaters, and certain cases of diabetic retinopathy. No additional
procedure room space is proposed through this application.

4. Section B, Need Item 1(Specific Criteria ~ASTC) Question #6 Access to ASTCs

Please describe the relationship of the ASTC site to public roads, highways, and
interstate system.

The proposed replacement ASTC site is adjacent to the current site, which is
situated on Capital Drive in the western portion of Knoxville in Knox County.
Capital Drive is accessed from Kingston Pike, which is the major commercial
artery running east-west, connecting one end of Knox County to the other.
Capital Drive is also one block from the intersections of Kingston Pike,
Interstate 40/75, and Pellissippi Parkway (Highway 140). 1-40/75 provides easy
interstate access to the site from every county in the service area, and Pellissipi
Parkway gives quick access to the site from both Blount and Anderson Counties.

5. Section B, Need Item C.

The county level map on page 19 is noted. However, please provide a map that
provides distinctive highlighting/ markings to readily differentiate the service
area counties from the other non- service area counties.

A highlighted map is attached as Attachment 5.
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6. Section B, Need Item D (1).

The demographic variable/geographic area chart is noted. However, please
revise to reflect 2017 as the current year and 2021 as the projected year.

The demographic chart has been updated to reflect 2017 as the current year and
2021 as the projected year. It is attached as Attachment 6.

7. Section B, Need Item F
Which hospitals in the service area provide ophthalmic surgery?

The hospitals in the service area providing ophthalmic surgery are:

- University of Tennessee Medical Center (Knox County, Level I Trauma
Center)

- Tennova Physicians Regional Medical Center (Knox County — performed in
the hospital-based outpatient surgery department that was formerly St.
Mary’s ASC)

- Tennova North Knoxville Medical Center (Knox County - perform YAG laser
procedures only; no other ophthalmic surgery equipment available)

- Morristown Hamblen Hospital (Hamblen County)

- Blount Memorial Medical Center (Blount County - performed in the
hospital-based outpatient surgery center)

It should be noted that surgeons affiliated with KESC provide all
ophthalmology on-call services for the University of Tennessee Medical Center,
the area’s only Level I trauma center.

Please clarify if there have been any reduction of ophthalmic ORs in the service
area from 2013 to 2015?

Between 2013 and 2015, the only reduction in ophthalmic operating rooms in the
service area occurred early in 2013, when Advanced Family Surgery Center, a
multi-specialty ASTC in Anderson County, lost its ophthalmology medical staff
so stopped performing ophthalmology surgery. There has been no other reduction
in ophthalmic operating rooms in the service area, although two formerly free-
standing ASTCs, Maryville Surgery Center (Blount County, multi-specialty) and
St. Mary’s Ambulatory Surgical Center (Knox County, multi-specialty) have
become hospital-owned outpatient surgery centers. While both locations still
have ophthalmology surgery equipment and have some volume of
ophthalmology surgery, it should be noted that the shift to hospital ownership
has effectively doubled the cost of the facility fee to the healthcare system for
patients having ophthalmology surgery there, and local ophthalmologists are
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being required by some payors and veferrers to perfoﬁn ophthalmology surgery in
an ASTC, due to this cost difference.

Please complete the following table.

ASTC County Oper. 2013 2014 2015 137-15" %
Rms/ Proc. Cases Cases Cases Change
Rms PR+OR PR+OR | PR+OR
Single Specialty
Eye Surgery Center of East Tennessee Knox 2/1=3
Ophthalmology 3,710 4,572 3,792 2.2%
Total Outpatient Surgeries 3,710 4,572 3,792 2.2%
% Ophthalmologic Procedures 100% 100% 100%
Knoxville Eye Surgery Center Knox 4/1=5
Ophthalmology 10,187 9,628 10,060 -1.2%
Total Qutpatient Surgeries 10,187 9,628 10,060 -1.2%
% Ophthalmologic Procedures 100% 100% 100%
Southeast Eye Surgery Center, LLC Knox 1/1=2
Ophthalmology N/A 687 2,034 N/A
Total Ouipatient Surgeries N/A 687 2,034 N/A
% Ophthalmologic Procedures 100% 100%
The Eye Surgery Center of Oak Ridge Anderson 2/1=3
Ophthalmology 3,251 3,302 3,518 8.21%
Total Outpatient Surgeries 3,251 3,302 3,518 8.21%
% Ophthalmologic Procedures 100% 100% 100%
Single Specialty Subtotal 17,148 18,189 19,404 13.16%
Multi-Specialty
Physicians Surgery Center of Knoxville Knox 5/0=5
Ophthalmology 581 912 497 -14.46%
Total Outpatient Surgeries 4,670 5,102 4,472 -4.24%
% Ophthalmologic Procedures 12.44% 17.88% | 11.11%
Multi-Specialty Subtotal (Ophthalmology 581 912 497 -14.46%
Cases only)
Total Service Area 14/ 4= 18 17,729 19,101 19,901 12.25%

As an additional note to this chart, for the “2016” Joint Annual Report reporting
period (July 1, 2015 - June 30, 2016), KESC’s total cases (Procedure Room +
Operating Rooms) was 10,616, making the change in volume from 2013 to 2016 an
increase of 4.2%. Data is not yet publicly available for that same time period for
other providers.

KESC discovered a system issue when submitting this year’s Joint Annual Report
that had created errors in the reported number of cases performed in previous years.
Corrected utilization numbers were submitted to the State, and those corrected
numbers are reflected in the chart above, as well as throughout the original
Certificate of Need application.
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Please complete the following table for ASTC’s in the proposed 9 county service
area that currently provide Ophthalmologic procedures.

ASTC County Operating Rooms Procedure Rooms
2015 2015
# | Cases | % of 884 # PRs Cases % pf
OR Standard 1,867

s Standard
Single Specialty
Eye Surgery Center of East Tennessee Knox 2 2,930 165.7% 1 862 46.2%
Knoxville Eye Surgery Center Knox 4 9,170 259.3% 1 890 47.7%
Southeast Eye Surgery Center, LLC Knox 1 1,843 208.5% 1 191 10.2%
The Eye Surgery Center of Oak Ridge Anderson 2 2,495 141.1% 1 1,023 54.8%
Subtotal (Single-Specialty) 9 | 16438 | 206.6% 4 2,966 39.7%
Multi-Specialty
Physicians Surgery Center of Knoxville Knox 5 4,472 101.2% N/A
Subtotal (Multi-Specialty) 5 4,472 101.2% 0 0 N/A
Grand Total Surgeries 14 | 20,910 | 168.9% 4 2,966 39.7%
Cases per OR/PR 1,494 742

In a previous application (CN1611-038A), The Eye Surgery Center of Oak Ridge was
identified as a multi-specialty ASTC, because both ophthalmology and plastic surgery
cases are reported in their Joint Annual Reports. However, The Eye Surgery Center of
Oak Ridge was approved as a single specialty, ophthalmology ASTC, and it functions
as a single-specialty ASTC, just as KESC does. Both ASTCs report both ophthalmology
and plastic surgery cases because cases that ophthalmologists perform to correct eyelid
issues, including blepharoplasty, removal of tumors or chalaisons from the eyelids, are
coded using CPT codes that fall within the plastic surgery category, even though they
are performed by ophthalmologists and are within a properly trained ophthalmologists
credentialing and scope of practice. Therefore, the chart above categorizes The Eye
Surgery Center of Oak Ridge as a single-specialty ASTC.
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Please complete the following table that indicates the overall ASTC utilization
trend for the 9-county proposed service area.

9 County Service Area Patient Utilization

2013-2015
2013 2014 2015 %

County ASTC Oper. | Proc. Total Oper. | Proc. Total Oper. | Proc. | Total change
Rms/ | Rms Cases Rms/ Rms Cases Rms/ | Rms | Cases 13’-15"

Anderson Single-Specialty 2 1 3,251 2 1 3,302 2 1 3,518 8.21%

Anderson Multi-specialty N/A | N/A N/A N/A N/A N/A N/A | N/JA | N/A N/A

Total 2 1 3,251 2 1 3,302 2 1 3,518 8.21%

Knox Single-Specialty 6 2 13,897 7 3 14,887 7 3 15,886 14.31%
Knox Multi-specialty 5 0 581 5 0 912 5 0 497 -14.46%
Total 11 2 14,478 12 3 15,799 12 3 16,383 13.36%
Service Area Single-Specialty 8 3 17,148 9 4 18,189 9 4 19,404 13.16%
Multi-specialty 5 0 581 5 0 912 5 0 497 -14.46%
Grand Total 13 3 17,729 14 4 19,101 14 4 19,901 12.25%

*For each county’s multi-specialty volumes, only ophthalmology surgery is included
in the numbers above.

The chart above reflects a consistent comparison, across the time period from 2013 to
2015, of ASTC’s providing ophthalmology surgery. During 2013, Maryville Surgical
Center in Blount county and St. Mary’s Ambulatory Surgery Center in Knox county
both converted from freestanding ASTCs to hospital outpatient surgery departments.
Volumes from those centers/hospital departments are not included in the chart above,
in the interest of providing an accurate picture of the volume trend within ASTCs in the
primary service area over the time period.

8. Section B, Economic Feasibility, Item A (1)

There are calculation errors in the Project Costs Chart. Please correct and submit
a corrected Project Costs Chart.

A corrected Project Costs Chart is attached as Attachment 8.

9. Section B, Economic Feasibility, Item C. Historical Data Chart

The Historical Data Chart is noted. However, please provide an amount for the
“Total Other Deductions” line for the years 2014, 2015, and 2016 and provide a

replacement page 28.

A replacement page 28 is attached as Attachment 9.
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10. Section B, Economic Feasibility, Item D. Projected Data Chart

The Projected Data Chart is noted. However, the Net Income (Loss) amount on
page 30 is different from the carryover amount on page 31. Also, please provide
an amount for “Total Other Deductions” for the Year One and Year Two. Please
revise and submit replacement pages.

A replacement Projected Data Chart is attached as Attachment 10.

The Historical Data Chart is noted. Also, please provide an amount for “Total
Other Deductions” for the Year 2014, 2015, and 2016 and provide a replacement
page 28.

See item number 9 above.

11. Section B, Economic Feasibility, Item E (1). Average gross charge, average
deduction from operating revenue, and average net charge.
The chart on page 32 noting the Average Gross Charge, Average Deduction from
Operating Revenue, and Average Net Charge for the proposed project does not
match the Historical and Projected Data Charts. Please use the gross charge that
represents the entire proposed project in your calculations. Please revise and

submit a replacement page 32.

A replacement page 32 is attached as Attachment 11.

12. Section B, Economic Feasibility, Item G Projected Payor Mix
The Projected Payor Mix table is noted. However, please use the Projected Data
Chart’s Year One projected gross operating revenue amount of $32,938,305 to

complete the table. Please correct and submit a replacement page 34.

A replacement page 34 is attached as Attachment 12.

13. Section B. Contribution to Orderly Development Item H.

The staffing table on page 35 is noted. However, there is a calculation error for
Year One Direct Care positions. Please correct and submit a replacement page
35.
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A replacement page 35 is attached as Attachment 13.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is
not deemed complete within sixty (60) days after written notification is given to the
applicant by the agency staff that the ap}l)lication is deemed incomplete, the application
shall be deemed voicﬁ" For this application the sixtieth (60th) day after written
notification is April 21, 2017. If this application is not deemed complete by this date,
the application will be deemed void. Agency Rule 0720-10-.03(4) (d) (2) indicates that
"Failure of the applicant to meet this deadline will result in the application being
considered withdrawn and returned to the contact person. Re-submittal of the
application must be accomplished in accordance with Rule 0720-10-.03 and requires an
additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the
review cycle which the applicant intends to enter, even if that time is less than the sixty
(60) days allowed by the statute. The supplemental information must be submitted
with the enclosed affidavit, which shall be executed and notarized; please attach the
notarized affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed
complete prior to the beginning of the next review cycle, then consideration of the
application could be delayed into a later review cycle. The review cycle for each
application shall begin on the first day of the month after the application has been
deemed complete by the staff of the Health Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 5 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the
Letter of Intent initiating the application process is filed with the agency.
Communications between agency members and agency staff shall not be
prohibited. Any communication received by an agency member from a person
unrelated to the applicant or party opposing the application shall be reported
to the Executive Director and a written summary of such communication shall
be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the
gpplicant and the Executive Director or agency staff after an agplication is
eemed complete and placed in the review cycle are prohibited unless
submitted in writing or confirmed in writing and made part of the certificate of
need application file. Communications for gme urposes of clarification of facts
and issues that may arise after an application has been deemed complete and
initiated by the Executive Director or agency staff are not prohibited.

Should you have any questions or require additional information, please do not hesitate
to contact this office.

Sincerely,

Phillip Earhart
HSD Examiner
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KESC 2016 Patient Origin with Case Volumes by County

County ' H % Cum %

Knox 3,029 43.1% 43.1% PSA
Blount 919 13.1% 56.2%
Sevier 547 7.8% 64.0%
Loudon 468 6.7% 70.7%
Campbell 240 3.4% 74.1%
Anderson 238 3.4% 77.5%
Jefferson 211 3.0% 80.5%
Claiborne 200 2.8% 83.3%
Hamblen 186 2.6% 86.0%
Monroe 144 2.1% 88.0% SSA
Roane 134 1.9% 89.9%
Cocke : 88 1.3% 91.2%
Grainger 84 1.2% 92.4%
Union 61 0.9% 93.2%
Cumberland 59 0.8% 94.1%
Greene 56 0.8% 94.9%
Morgan 50 0.7% 95.6%
Scott 47 0.7% 96.3%
McMinn 43 0.6% 96.9%
Hawkins 11 0.6% 97.5%
Sullivan 37 0.5% 98.0%
Fentress 26 0.4% 98.3%
Washington 22 0.3% 98.7%
Rhea 18 0.3% 98.9%
Hancock 15 0.2% 99.1%
Meigs 10 0.1% 99.3%
Hamilton 7 0.1% 99.4%
Putnam 5 0.1% 99.4%
White 5 0.1% 99.5%
Bradley 4 0.1% 99.6%
Unicoi 4 0.1% 99.6%
Carter 3 0.0% 99.7%
Davidson 3 0.0% 99.7%
VanBuren 3 0.0% 99.8%
Bledsoe 2 0.0% 99.8%
Obion 2 0.0% 99.8% :
Overton 2 0.0% 99.8%
Williamson 2 0.0% 99.9%
Jackson 1 0.0% 99.9%
Johnson 1 0.0%  99.9%
Pickett 1 0.0% 99.9%
Polk 1 0.0% 99.9%
Rutherford 1 0.0% 99.9%
Sequatchie 1 0.0% 100.0%



Shelby
Smith
Warren

AL

GA

KY

NC

VA

Other States/Countries
Total - Outside TN

7,024

11
40

63
33
155

0.0%
0.0%
0.0%

100.0%
100.0%
100.0%
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PROJECT COST CHART

Construction and equipment acquired by purchase:

1 Architectural and Engineering Fees

Legal, Administrative (Excluding CON Filing Fee),
Consultant Fees

Acquisition of Site
Preparation of Site
Total Construction Costs
Contingency Fund

Fixed Equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000 as
separate attachments)

Other (Specify)

©W 00 ~N o o b~ W DN

Acquisition by gift, donation, or lease:

1 Facility (inclusive of building and land)
2 Building only

3 Land only

4 Equipment (Specify)

5 Other (Specify)

Financing Costs and Fees:

1 Interim Financing

2 Underwriting Costs

3 Reserve for One Year’s Debt Service
4 Other (Specify)

Estimated Project Cost (A+B+C)

CON Filing Fee
Total Estimated Project Cost

(D+E) TOTAL

SUPPLEMENTAL #1

February 27, 2017

10:46 am
$ 371,518
$ 283,287
$ -
$ 677,783
$ 3,890,826
$ 224 555
$ 650,814
$ 604,484
$ -
$ -
$ ”
$ -
$ =
$ -
$ 160,000
$ =
$ 160,000
$ 7,023,267
$ 40,384
$ 7,063,651
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February 27, 2017

10:46 am

NET INCOME (LOSS) ' $ 2,707,270 $ 2,192,551 $ 2,856,861
G. Other Deductions

1. Annual Principal Debt Repayment $ 272,534 3 281,053 $ 178,885

2. Annual Capital Expenditure $ 36,947 $ 21,775 $ 372,325

Total Other Deductions $ 309,481 $ 302,828 $ 551,210

NETBALANCE $ 2,397,789 $ 1,889,723 $ 2,305,651

DEPRECIATION 229,052 228,169 246,236

FREE CASH FLOW (Net Balance + Depreciation) $ 2,626,841 § 2117892 $ 2,551,887

X_lotal Facility

___Project Only
HISTORICAL DATA CHART - OTHER EXPENSES
OTHER EXPENSES CATEGORIES Year 2014 Year 2015 Year 2016
1. Bank Charges $ 20,334 § 24,303 § 32,075
2. IT Expense 55,048 47,823 62,430
3. Employee Recognition 35,002 25,296 45,718
4. Contract Wages 53,318 150,202 103,922
5. Dues and Subscriptions 22,628 37,614 11,671
6. Insurance ' 198,196 217,163 233,009
7. Laundry and Uniforms 89,284 85,580 91,058
8. Other Employee Benefits 232,708 242,649 247,271
9. Office Supplies and Postage 82,543 98,840 91,159
10. Repairs and Maintenance 344,863 394,586 322,590
11. Telephone and Utilities 120,539 119,207 121,019
12. Professional Fees 67,127 68,831 63,514
13. Other (78,555) (95,273) (80,901)
Total Other Expenses $ 1,243,035 $ 1,416,821 $ 1,344,535
HF-0004 Revised 12/2016 - All forms prior to this time are obsolete. RDA 1651
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SUPPLEMENTAL #1
February 27, 2017

PROJECTED DATA CHART 10:46 am y 1) Facility
___Project Only

Give information for the two (2) years following the completion of this proposal. The fiscal year begins in January
(Month).

Year 1 Year 2
A. Utilization Data (Cases) 11,433 11,879
B. Revenue from Services to Patients
1. Inpatient Services 3 - $ -
2. OQutpatient Services 31,511,096 32,740,028
3. Emergency Services - <
4. Other Uperating Revenue (Rental & OUptical Ctr) 1,427,209 1,454,210
Gross Operating
Revenue $ 32,938,305 $ 34,194,238
C. Deductions from Gross Qperating Revenue
1. Contractual Adjustments $ 19,410,835 $ 20,167,857
2. Provision for Charity Care 220,578 229,180
3. Provision for Bad Debt 157,555 163,700
Total
Deductions $ 19,788,968 $ 20,560,738
NET OPERATING REVENUE $ 13,149,337 $ 13,633,500
D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care 2,468,282 2,542,330
b. Non-Patient Care 846,376 863,304
2. Physician's Salaries and Wages 25,000 25,000
3. Supplies 4,150,179 4,312,077
4. Rent
a. Paid to Affiliates z < %
b. Paid to Non-Affiliates 22,700 22,700
5. Management Fees:
a. Paid to Affiliates e -
b. Paid to Non-Affiliates - -
6. Other Operating Expenses 1,237,672 1,263,563
Total Operating Expenses $ 8,750,209 $ 9,028,974
E. Earnings Before Interest, Taxes and Depreciation $ 4,399,128 $ 4,604,527
F. Non-Operating Expenses
1. Taxes $ 306,280 $ 318,225
2. Depreciation 480,430 541,840
3. Interest ' 207,563 202,125
4. Other Non-Operating Expenses 1,153,216 1,161,897
Total Non-Operating Expenses $ 2,147,489 $ 2,224,087
NET INCOME (LOSS) $ 2,251,639 $ 2,380,440
Chart Continues Onto Next Page
HF-0004 Revised 12/2016 - All forms prior to this time are obsolete. RDA 1651
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NET INCOME (LOSS) ; $ 2,251,639 § 2,380,440
G. Other Deductions
1. Annual Principal Debt Repayment $ 267,171 % 272,609

2. Annual Capital Expenditure $ 35,000 $ 35,000
Total Other Deductions $ 302,171 $ 307,609

NET BALANCE $ 1949468 $ 2,072,831

DEPRECIATION 480,430 541,840

FREE CASH FLOW (Net Balance + Depreciation) 0§ 2429898 $ 2,614,671

X_lotal Facility

__ Project Only
PROJECTED DATA CHART - OTHER EXPENSES

OTHER EXPENSES CATEGORIES Project Yr 1 Project Yr 1
1. Bank Charges $ 38,000 $ 38,000
2. IT Expense $ 100,000 $ 103,000
3. Employee Recognition $ 35,000 $ 36,050
4. Contract Wages $ 115,000 $ 118,450
5. Dues and Subscriptions $ 18,000 $ 15,000
6. Insurance $ 250,000 $ 257,500
7. Laundry and Uniforms $ 95,000 $ 97,850
8. Other Employee Benefits $ 255,000 $ 262,330
9. Office Supplies and Postage $ 95,000 $ 96,711
10. Repairs and Maintenance $ 100,000 $ 100,000
11. Telephone and Utilities $ 150,000 $ 154,500
12. Professional Fees $ 70,000 §$ 70,000
13. Other $ (83,328) $ (85,828)
Total Other Expenses $ 1,237,672 $ 1,263,563
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[0 1) Please identify the project’s average gross charge, average deduction from operating
revenue, and average net charge using information from the Projected Data Chart for Year 1 and
Year 2 of the proposed project. Please complete the following table.

Previous | Current | Year Year % Change
Year Year One Two (Current Year to
' 149 B Year 2)
Gross Charge (Gross Operating |$2,885 |$2856 | $2,880 | $ 2,878 0%
Revenue/Utilization Data)
Deduction from Revenue (Tofal |$ 1,742 $1,711 | $1,731 | $ 1,731 0%
Deductions/Utilization Data)
Average Net Charge (Net $1,143 |$1,145 | $1,149 | $ 1,147 0%
Operating Revenue/Utilization
Data)

2) Provide the proposed charges for the project and discuss any adjustment to current charges
that will result from the implementation of the proposal. Additionally, describe the anticipated
revenue from the project and the impact on existing patient charges.

It is not anticipated that there will be an adjustment to charges as a result of the proposal.
The additional revenue from the project is a product of the net charge per case multiplied
by the growth in volume. There will be no financial impact of this project to patients. No
payer contracts will change, self-pay rates will not be impacted by this project, and KESC’s
commitment to care for patients on TennCare or through charity care will continue.

3) Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services
and Development Agency. If applicable, compare the proposed charges of the project to the
current Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

See the attached table, attachment B.Economic Feasibility.E.3, comparing KESC’s gross
charges to the current Medicare allowable fee schedule for the fop 20 CPT codes
performed. Detailed charges by CPT code for similar facilities are nof readily available,
but overall gross and net charges per case are similar across all single-specialty
ophthalmology ASTCs in the primary service area. When comparing gross and net
charges across all providers, It should be noted that KESC is the only ophthalmology
ASTC offering cataract, glaucoma, plastics, cornea, retinal, and strabismus surgery. A
chart showing the gross and net charges per case for each ophthalmology ASTC in the
service area is shown below, based on data gathered from the most recent two Joint
Annual Reports.

HF-0004 Revised 12/2016 — All forms prior fo this time are obsolete. RDA 1651
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2nd_ Year 1st Year ﬂr%]‘é&e%'“ Projected
Year previous to previous to Current Year. Year 1 Year 2
Current Year | Current Year
Net
Operating - 35.2% 29.5% 33.9% 33.4% 33.7%
Margin Ratio

3) Capitalization Ratio (Long-term debt to capitalization) — Measures the proportion of debt
financing in a business’s permanent (Long-term) financing mix. This ratio best measures a
business’s true capital structure because it is not affected by short-term financing decisions.
The formula for this ratio is: (Long-term debt/(Long-term debt+Total Equity (Net assets)) x 100).

For the entity (applicant and/or parent company) that is funding the proposed project please
provide the capitalization ratio using the most recent year available from the funding entity's
audited balance sheet, if applicable. The Capitalization Ratios are not expected from outside
the company lenders that provide funding.

Using the year-end financial statement for 2016, KESC’s capitalization ratio is 8.62%.
This was calculated by taking the total long-term debt, $511,048, divided by the equity
($5,416,468) + the long term debt, multiplied by 100.

C. Discuss the project’s participation in state and federal revenue programs including a description
of the extent to which Medicare, TennCare/Medicaid and medically indigent patients will be served
by the project. Additionally, report the estimated gross operating revenue dollar amount and
percentage of projected gross operating revenue anticipated by payor classification for the first
year of the project by completing the table below.

Applicant’s Projected Payor Mix, Year 1

Payor Source Projected Gross | As a % of total
Operating Revenue
Medicare/Medicare Managed Care $23,215,501 70.5%
TennCare/Medicaid $386,286 1.2%
Commercial/Other Managed Care $8,035,977 24.4%
Self-Pay $485,809 1.5%
Charity Care $186,886 0.7%
Other (Workers Comp, Health Dept) $627,846 1.7%
Total $32,938,305 100%

D. Provide the projected staffing for the project in Year 1 and compare to the current staffing for the
most recent 12-month period, as appropriate. This can be reported using full-time equivalent
(FTEs) positions for these positions. Additionally, please identify projected salary amounts by
position classifications and compare the clinical staff salaries to prevailing wage patterns in the
proposed service area as published by the Department of Labor & Workforce Development and/or
other documented sources.
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i1

Position | Existing Projected | Avefage Wagiiary 27,007
Classification FTEs FTEs (Contragigaig aWYide/Statewide
(2016) Year1 | LRate) Average Wage
a) Direct Patient Care oy
b Ll
Positions U
RN 19.0 23.0 $27.23/hr $27.32/hr
Surgical Technicians 9.0 12.0 $17.97/hr $18.33/hr
Nursing Aide 4.0 5.0 $12.27/hr $10.76/hr
Total Direct Patient
Care Positions 32.0 40.0
b) Non-Patient Care
Positions
Administrator 1.0 1.0 Not available
Reception/Scheduling 3.0 3.5 $13.95/hr $12.51/hr
Financial (Billing/AR/Acctg) 6.0 6.0 $16.89/hr $15.13/hr
Medical Records 1.0 1.0 $19.86/hr $15.35/hr
Total Non-Patient
Care Positions 11.0 11.5
Total Employees
(A+B) 43.0 51.5
c) Contractual Staff 0.2 0.2
Total Staff
(a+b+c) 43.2 51.7

E. Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

1)

Discuss the availability of less costly, more effective and/or more efficient alternative methods
of providing the benefits intended by the proposal. If development of such alternatives is not
practicable, justify why not, including reasons as to why they were rejected.

KESC'’s Board of Governors and Members have spent over a year evaluating various options
to ease the space constraints under which we are operating and to provide capacity to meet
the needs of the growing 65+ population. Various scenarios were evaluated, including
attempting to extend hours and adding on to the existing facility.

While adding hours would provide some capacity for additional surgeries, it does not
address KESC'’s fundamental capacity issues. First, there is a limit to surgeons’, anesthesia
providers’, and patients’ willingness to have surgery late in the evening. While we can
expand hours to a limited degree, it is not an adequate long-term solution to meeting the
needs of the growing target population over time. Second, adding some evening hours does
not address the opportunity to enable the faster cataract surgeons to expand their surgical
capacity without adding additional hours of surgery, by utilizing two operating rooms,
thereby eliminating the waiting period between cases for room turnover. Third, new
surgeons joining KESC’s medical staff need routine and stable surgical block time, which
cannot be provided simply by adding evening hours.

Consideration was given to expanding the current building. However, after sketching out
both the expansion and replacement options as well as obtaining budgetary pricing from a
contractor, it was determined that the minimal cost difference between expansion of the
existing building and building a new, replacement ASTC would be more than offset by the
disruption to operations during the construction period, as well as the downtime that would
be required to redo mechanical systems. In addition, the current facility’s HVAC systems are
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